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WEDNESDAY, APRIL 11, 1956 


Coneress OF THE Untrep STATES, 
Jornt ComMITTEE ON DEFENSE PRODUCTION, 
Washington, D. C. 

The joint committee met pursuant to call, at 3:15 p, m., in Room 
G-16, the Capitol, Washington, D. C., Hon. Paul Brown (chairman) 
presiding. 

Present: Representative Paul Brown (chairman) ; Senators Cape- 
hart and Bricker, and Representatives Patman and Talle. 

Also present: True D. Morse, Under Secretary of Agriculture ; 
Spencer S. Shannon, Director, Office of Minerals Mobilization, Inte- 
rior Department; Harold J. Warren, clerk and counsel; A. E. Pierce, 
Robert J. Wilson, and James E. Palmer, Jr., of the professional staff. 

Chairman Brown. The committee will come to order, It is the 
responsibility of the Joint Committee on Defense Production to make 
a continuous study of the programs authorized by the Defense Pro- 
duction Act and to review the progress achieved in the execution and 
administration of these programs. 

The responsibilities set forth in the Defense Production Act have 
been delegated to various departments and agencies. The establish- 
ment of policy and the coordination of mobilization activities, includ- 
ing those under the Defense Production Act, are the responsibility 
of the Director of the Office of Defense Mobilization. 

Important among activities delegated under authority of the Defense 
Production Act are those of ethane of Agriculture, such as 
our supply and requirements for food and processing facilities during 
a period of emergency, and other future mobilization plans relating 
to agriculture. 

The committee has, attempted to cover all phases of the programs 
being administered under the Defense Production Act through: hear- 
ings and staff studies. . 

Weare glad to have Dr. Arthur 8. Flemming, Director of the Office 
of Defense Mobilization, and Mr. True D. Morse, Under Secretary 
of Agriculture, meet with us today. We are also glad to have Mr. 
Spencer S. Shannon, who is Director of the Office of Minerals Mobil- 
ization, Department of the Interior. 

The committee members may have questions which relate te the 
Office of Minerals Mobilization, since this office was being organized 
when Mr. Shannon last met with the committee. 


I 
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We will first call on Dr. Flemming. 


(Nore.—Mr. True D. Morse and Mr. Spencer S. Shannon testified before the 
committee on April 16, 1956. See Progress Report No. 35.) 





STATEMENT OF ARTHUR S. FLEMMING, DIRECTOR, ACCOMPANIED 
BY W. W. SCHULTZ, CHIEF, NONFERROUS METALS AND NON- 
METALLIC MINERALS DIVISION ; THOMAS CURTIS, CHIEF, IRON, 
STEEL AND FERRO ALLOY DIVISION; AND B. K. SLAUGHTER, 
CHIEF, LIGHT METALS DIVISION, MATERIALS AREA, OFFICE 
OF DEFENSE MOBILIZATION 


Mr. Fremminc. Mr. Chairman and members of the committee, I 
am very happy to appear before this committee again to report on the 
status of the mobilization $e. og 

I plan to address myself briefly to some of the highlights of our 
recent activities, and then, of course, I will be glad to answer whatever 
questions you may have. 

Our mobilization base should consist of a strong, dynamic and 
growing economy with enough productive facilities, materials, and 
manpower to make possible rapid conversion and expansion, if neces- 
sary, to meet wartime requirements. 

Substantial progress has been made in the direction of providing 
ourselves with a base from which we could handle general mobiliza- 
tion which is not accompanied by an attack on this country. 

We will not know whether our base is the kind of a base that would 
be required for survival and rehabilitation following an attack until 
we have available more reliable supply-requirements information. 

We are placing major emphasis on improving methods for evaluat- 
ing the damage that would i caused by an attack on this Nation. 

Here is what we are doing and are planning to do in this area: 

In cooperation with the FCDA and the Department of Defense, we 
have developed a method of making rapid computations of assumed 
bomb damage effects, based on information as to the size of bomb, the 
height of burst, and the location of ground zero, which we compare 
with coded information on the location of various mobilization 
resources. 

The resources information is recorded on magnetic tapes so that the 
computations can be made quickly through the use of electronic calcu- 
lators like the Univac. Thus it is possible for us to plan assumed 
attacks against many targets in the United States, and to compute the 
overall physical damage that can be expected. 

This program is coordinated by an interagency Damage Assessment 
Steering Group which includes FCDA, and the Department of 
Defense, and is chaired by ODM. 

So far, with the cooperation of a number of agencies, particularly 
the Census Bureau, we have recorded on tapes information regarding 
the precise location, shipments and employment of approximately 
20,000 manufacturing plants in target areas, the 400 largest électric 
power generating stations; DP eeaat of the most important military 
end items and the principal components and subassemblies of these 


items; principal airfields and military supply depots; the stockpile of 
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strategic materials; and the United States population in 25,000 
locations. 

We are currently processing basic data covering centers of the trans- 
portation and telecommunications industries, and producers of espe- 
cially critical products as identified by the Industry Evaluation Board 
in the Department of Commerce. 

This technique will be utilized not only for purposes of developing 
planning estimates of supply and requirements after attack, but also 
to quickly determine damage in the event of attack. For this pur- 
pose, we plan to develop a damage assessment center at a safe location, 
with necessary analytical and communications equipment and full- 
time staff. 

The FDCA is also developing a computer site which, when com- 
pleted, will cover the special needs of FCDA in determining losses 
of population, hospitals, doctors, food stocks, etc., and will be avail- 
able as an alternate site if the primary damage assessment center is 
lost. The technique itself will be substantially improved. 

Chairman Brown. Dr. Flemming, the House Members have to go 
to the House and vote. Senator Capehart will remain here. 

We will be back as soon as we can. You just go ahead. 

Mr. Fiemmine. For example, so far we have been able to estimate 
physical destruction to productive facilities but not the effect on actual 
production, because of the complex chain of suppliers and subcon- 
tractors necessary to produce the finished product. 

We plan to record on our tapes information regarding this chain 
of production for selected critical weapons systems and survival re- 
quirements so that we will have a much clearer picture of our actual 
post-attack production capability. 

Also, we must develop more specific information on what would 
be needed to complete the production of a few absolutely essential 
end items during the first phase following an attack. 

he Air Force has taken a major step in this direction in the recent 
policy it adopted on industrial production readiness. 

This policy calls for the identification of the essential military 
end items that we should be in a position to continue to produce during 
the first phase of an attack on this Nation. 

The policy outlines the type of program which, if followed, would 
give us reasonable assurance of being in a readiness position for such 
production. 

In connection with the supply-requirements balance sheet for sur- 
vival and rehabilitation, we intend to identify those items, the lack 
of which immediately after attack would be intolerable. This should 
be a comparatively brief list. 

Then, if the bomb damage assessment studies indicate that we would 
be confronted with serious gaps on the supply side, we will take steps 
to close those gaps. 

I intend to have one person in ODM head up a task force made 
up of representatives of other agencies such as Defense and FCDA, 
and it will have the responsibility to identify these essential items. 

This assignment should be well underway in time to coordinate 
it with the bomb damage assessment program which I have already 
described. 

Ever since the end of World War ITI, our mobilization base has been 
in the process of becoming stronger because of the fact that the Amer- 
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ican economy has been growing at a rate higher than in the decades 
before the war. 

This increased rate has not been the result solely of increased Gov- 
ernment expenditures for arms and defense expansion. 

Between the second quarter of 1953 and the final quarter of 1955 
the annual rate of Federal spending on goods and services declin 
by $15 billion while spending by the rest of the economy increased 
by $48 billion. 

This general growth and prosperity of our economy has certainly 
made easier the tasks of building the mobilization base. 

The tax-amortization program, from its start on October 30, 1950, 
through the end of 1955, resulted in issuance of 21,353 certificates 
of necessity, amounting to $20.3 billion. The amount certified aver- 
aged 60 percent of total capital investment. 

In other words, our tax amortization program, to date has encour- 
aged to some extent the investment of about $33 billion in new defense 
or defense-supporting facilities. 

Asa result, we have been able to complete or close out 195 expansion 
goals since Korea; only 32 remain open. Only 2 new ones have been 
added in the past 5 months: A goal for special type roll-on roll-off 
cargo ships and a goal for substitutes for natural mica. 

ome of the 32 goals remaining open will be filled without a great 
deal of difficulty; others will probably not be filled and may require 
other incentives. 

I spoke to you last year at a similar hearing about the serious 
shortage of capacity to produce turbines and turbine gears which 
would be required to meet mobilization ship construction schedules. 

We have developed a program to procure machine tools and install 
them in standby production lines in private plants to round out the 
existing capacity in this industry. 

Although we originally thought this program would cost about 
$70 million, we now estimate that it will cost only about $50 million, 
and we have certified borrowing authority funds in this amount to 
the General Services Administration. 

There may be other similar situations where we shall need to use 
borrowing authority funds to increase capacity. So far we have 
completed 16 components studies and in only 2 cases are there indi- 
cated deficiencies: Turbines and turbine gears, and high-pressure 
steam boilers. 

Plans to deal with the latter are now under study. Thirty-one 
additional component studies are in process; most of these should 
be completed this year. 

Our stockpile of strategic and critical materials has also continued 
to move toward completion. 

Between July 1 and December 31, 1955, the value of stockpile 
inventories increased by about $610 million. About $167 million 
of this was due to additions to inventory; the rest was due to price 
increases. 

Senator Carenart. Will you back up there a minute? 

Mr. Fiemmrine. Yes, sir. 

Senator Carenarr. Am I reading or hearing right, between July 1 
and December 1955 stockpiles increased 610 million. 

About 167 million of this was due to additions in inventory, the 
rest was due to price increases ? 
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Mr. Fiemmine. That is correct, sir, copper for example, a sharp 
upward turn in copper. 

Senator Carenartr. That would indicate that the price had risen 
300 percent. 

Mr. Fitemmine. Well, no. 

Senator Carenart. 610 million to 167 million. 

Mr. Fiemminc. You have got to relate that to the 6,300,000,000. 
The value of the materials in the inventory is 6,300,000,000. 

This was just our acquisitions between July 1 and December—— 

Senator Carenart. Stockpile inventories have increased by about 
610 million you say ? 

Mr. Fiemmine. That is right. 

Senator Carenart. About 167 million of this was due to additions 
to inventory. The rest was due to price increase. That looks to me 
like you take 167 million off of 610 and you get what the price increase 
is. 

Mr. Fiemminea. The total value of the the inventory prior or at 
July 1 was $6,300,000,000 less the 610 million which would be about 
5,700,000,000. 

Senator Carenart. Maybe my eyesight is getting bad. 

Mr. Fiemmina. In other words, on July 1 the value of the ma- 
terials in the inventory was about 5,700,000,000, and between July 1 
and December 31 it went up to 6,300,000,000. 

Senator Carenart. Where are you looking? 

Mr. Fitemmine. Take item No. 2. 

Senator Carruartr. What do you mean there by No. 1? 

Explain what you mean by that. 

Mr. Fiemmine. That means that on July 1—these are rough 

res—the value of the materials in the inventory was about 
5,700,000,000. 

Senator Capenart. No, No. 1 under A. 

Mr. Fiemmina. I am talking about No. 1. 

Senator Carenart. It says “Between July 1 and December 31 1955, 
the value of stockpile inventories increased by about $610 million.” 

That means to me that you bought $610 million worth. 

Mr. Fiemmine. The value of the stockpile inventories increased 
from 5,700,000,900 to 6,300,000,000, and of that, 167 million was due to 
new materials and the remainder was due to price increases. 

Senator CaprHart. What is the remainder? What is the amount 
of the remainder ? 

Mr. Fremmina. Well, it would be the difference, about 443. In 
other words, of your increase from 5,600,000,000 to 6,300,000,000, 
about 400 million of it was due to increase in prices. 

$167 million was due to acquisition of new materials. 

Senator Carenartr. How much was the increase in price? 

Mr. Fiemmina. About 443 million. But you relate that to about 
5,600,000,000. 

Senator Carenart. You relate that to the 5 billion? 

Mr. Fremmine. That is right; you relate it to the 5 billion 6 or 7 
so that your percentage there wk 

Mr. Morse. Arthur, that first is a reevaluation of the existing in- 
ventory, is that it? 
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Mr. Fiemmine. That is right. In other words, your inventory 
on =~ 1 was valued at about five billion seven. Today it is 
value 

Senator Carenart. I am going to read that again. Maybe it 
makes sense to you. 

Between July 1 and December 31, 1955, the value of stockpile inventories 
increased by about $610 million. 

Mr. Ftemoine. That is right. 

Senator Carnuart. That means that starting July 1 you had X 
amount and later on December 31 it was 610 million more? 

Mr. Fitemmine. That is right. 

Senator Carenarr. Then you say “about $167 million of this was 
due to additions to inventory.” 

Mr. Fiemuine. That is right. 

Senator Carenart. “The rest was due to price increase.” 

Mr. Fiemmrine. That is right; a reevaluation of the materials in 
the stockpile on the basis of current market prices, and copper is your 
best illustration. 

Senator Carruart. Does that mean that you only put 167 million 
into the stockpile? 

Mr. Fremmine. That is right; during that period. 

Senator Carenarr. And the 443 million is? 

Mr. FLemmrine. A reevaluation. 

Senator Carenarr. A reevaluation of the entire inventory? 

Mr. Fitemoine. That is right, of the entire inventory, right. 

Senator Caprnartr. That would have been awfully hard for me 
to figure it out. 

Mr. FLtemmine. I am sorry there should have been a second sen- 
tence in there but that is the way it operates. 

Senator Carenart. It reads to me as though the price increase was 
$443 million on a total of $610 million. 

Mr. FLemmine. No. 

Senator CareHart. That is the way it reads. 

Mr. Fitemmine. It was a step up of $443 million due to a reevalua- 
tion. 

Senator Carenart. I get it. 

Mr. Fiemmrinea. As I indicated, the estimated value of our mini- 
mum and long-term stockpile objectives is $11.2 billion and the esti- 
mated value of the material now in inventory is $6.3 billion. 

Minimum stockpile objectives for approximately 50 of the 74 stock- 
pile materials are now on hand or on order. 

Although materials expansion programs are continuing for 21 
stockpile materials, no new Defense Production Act Expansion pro- 
grams have been initiated within the past year. 

During recent months the high level of industrial activity, com- 
bined with the flood disasters last summer and fall, created strong 
pressures on material supplies. 

The Strategic and Critical Materials Stockpiling Act provides 
that purchases for the stockpile “shall be made, insofar as is practi- 
cable, from supplies of materials in excess of the current industrial 
demand.” 

We interpret the words “insofar as practicable” to mean practi- 
cable from the standpoint of national security. 
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Therefore, when requests are made to defer deliveries to the stock- 
pile because the demand for certain materials is greater than the 
supply, we must determine whether the deferments can be made 
without seriously impairing our defense position. 

In the light of these considerations, actions have been taken to 
make larger quantities of nickel; aluminum and copper available to 
industry over a period of the past year. 

Senator Carenart. Now let’s read that again. 

We interpret the words “insofar as practicable” to mean practicable from the 
standpoint of national security. 

Mr. FLemmine. That means the objective of the stockpiling act. 

Senator Carenart (reading) : 

Shall be made insofar as is practicable from supplies and materials in excess 
of the current industrial demand. 

We interpret the words “insofar as practicable” to mean practicable from the 
standpoint of national security. 

Mr. Fiemminc. That is right. In other words in the light of the 
objective of the Stockpiling Act. The objective of the Stockpiling 
Act of course is to improve our security position as far as those mate- 
rials are concerned, to taking the next, when requests are made to 
defer deliveries to the stockpile because the demand for certain mate- 
rials is greater than the supply, we must determine whether 

Senator Carenart. Do you think that is the intention of Congress 
in using those words “shall be made insofar as is practicable” to mean 
practicable in respect to the needs of industry at the time. 

Mr. Ftemine. The words would not have been needed then “shall 
be made from supplies of materials in excess of the current industrial 
demand,” but the objective of the Stockpiling Act is to strengthen our 
security position, so that we have consistently, and we have so re- 
ported to Congress consistently, interpreted that as placing upon us 
a responsibility of trying to—— 

Senator Caprnart. The document says here “the Strategic and 
Critical Materials Stockpiling Act provides that purchases for the 
stockpile “shall be made insofar as is practicable from supplies of 
materials in excess of the current industrial demands.” 

What do you understand “shall be made insofar as practicable” to 
mean ¢ 

You say “we interpret the word ‘insofar as practicable’ from the 
standpoint of national security.” ' 

Mr. Fiemuinc. That is right, in other words we have an obligation 
if the interests of national security can be served, to purchase only 
materials that are in excess of the current industrial demand, but if 
the interests of national security would dictate otherwise, then there 
are times when we will have to buy materials even though they are in 
excess of the current industrial demand, which as you Chive we have 
done in certain areas, so that is the reason for my conclusion there 
that when requests are made to defer deliveries to the stockpile be- 
cause of demand for certain materials is greater than the supply, we 
must determine whether the deferments can be made without seriously 
impairing our defense position. 

Mr. Fiemmine. In the light of these considerations, actions have 
been taken to make larger quantities of nickel, aluminum and copper 
available to industry over a period of the past year. 
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Then I will discuss each one of them. 

Nickel has presented us with some of our most difficult problems in 
the materials areas. 

The deferral figures are as follows: 

In the last quarter of 1955, 12,200,000 pounds were deferred from 
scheduled deliveries to the Government. 

In the first quarter of 1956, total diversion was 13,800,000 pounds. 

During the second quarter of this year, diversions will amount to 
20,500,000 pounds. 

The comparatively small increase in the amount of nickel that will 
be available to the civilian economy during the second quarter of 1956, 
as contrasted with the second quarter of 1955, in spite of the large 
amounts that have been diverted from the stockpile, is attributable to 
sharp increases in current military requirements. 

As a result of the sharp increases in current military requirements 
we are asking for as rapid a review as possible of mobilization require- 
ments for nickel. 

It is altogther possible that the factors that have caused the increase 
in current military requirements might also result in a sharp increase 
in mobilization requirements. 

A few months ago, I requested Dr. John R. Townsend, vice presi- 
dent of the Sandia Corp., to review the entire nickel picture for us 
and to make recommendations. 

In his report, Dr. Townsend recommended that the Government 
pursue a vigorous policy of encouraging and, if necessary, assisting 
private industry to expand sources of supply for nickel. 

He stated that he felt that a policy of this kind was entitled to a 
higher priority than our policy of stockpiling nickel. . 

In line with Dr. Townsend’s recommendations, I have requested the 
ee agencies of the Government to present to me a proposed 
plan of action for accelerating current industrial programs or encour- 
aging the development of new programs for increasing the sources of 
supply of nickel. 

I expect that the Government will be in a position to announce such 
a plan of action within a short period of time. 

Senator Bricker. Is that shortage due more to the processing pro- 
gram or to the lack of raw material ? 

Mr. Fiemmine. Actually it is really at the moment, Senator, both, 
although if they move forward successfully with some pilot projects 
that are under way in Cuba, and if we determine that we can reall 
utilize the resources that are available in Cuba, then the emphasis wi 
be more on the processing side than the actual lack of supply of the 
material itself. 

Senator Bricker. There is a great deal of raw material available 
there if the process as I understand it of refining the lower grade ores 
can be found. 

Mr. Fiemmine. That is right, and some very real progress has been 
made in that direction just over a period of the last year or so by both 
Freeport Sulphur and Bethlehem Steel. 

Those are the types of programs that we think we should concen- 
me on and see if there is anything that can be done to accelerate 
them. 

Senator Bricker. The chief source of supply is still the same? 
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Mr, Fiemmine. Still from Canada, that is right, and from the 
International Nickel Co. 

Senator CareHart. Do you wish to finish your statement before 
you submit to questions on the nickel business ? 

Mr. Fiemmrne. I will be glad to do it either way. 

Senator CareHart. What is your pleasure? 

Mr. FLtemmine. I might finish the section on materials and then 
come back if you had questions. 

Senator Carenart. It might be better to take these materials up 
one at a time though. I think they fall into different categories. 

Mr. Fiemnine. All right. 

Senator Capenart. For example, there is a big black market, is 
there not, in nickel? 

Mr. Fitemmine. Well, Senator Capehart, it is difficult for me to 
see how there can be a black market when we have no Government 
controls. I know that phrase is used and that expression is used but 
normally in the past however 

Senator Carrenart. Is it possible if you want to pay the price that 
you can get all the nickel you want? 

Mr. Fiemoine. I do not think that you could get all that you want, 
but when there is a situation where the demand is considerably in 
excess of supply, of course, there are those who will take advantage 
of that in terms of the price that they charge. 

The International Nickel Co., as we know, has held its price at ap- 
proximately the level it was at when 

Senator CareHart. What is the price of nickel? 

Mr. Fiemmrine. Sixty-four and a half cents per pound. 

Senator Caprnart. What was it a year ago? 

Mr. Fitemmine. The same. 

Senator Capenart. What was it 2 years ago? 

Mr. Curtis. About 60 cents per pound in 1954. 

Senator Capeuart. Isn’t it a fact that there is a lot of nickel being 
moved at the moment as high as $1.50, $2, and $3 a pound? 

Mr. Fiemmrine. I do not know whether it is moving that high, 
but there is no question about the fact there is a lot of nickel being 
moved at a price way above the 6414-cent level. 

I know people do refer to that as a black market, but I do not think 
that is an accurate way of referring to it. 

It is just that the demand is there and some people who are sup- 
plying it are taking advantage or taking that into consideration. 

Senator Carenart. The nickel you are putting into the stockpile, 
are you paying 6414 cents a pound for it? 

Mr. Curtis. Much of it, yes. As you know, we acquire some at a 
premium, but the highest price is about $1. 

Senator Carenart. Is that because you made a previous contract? 

Mr. Curtis. That is right. 

Senator Carenart. With a marginal producer ? 

Mr. Curtis. That is right. 

Senator Caprnart. You pay up to $1? 

Mr. Curris. The Government entered into such premium price 
contracts primarily during the Korean period when our defense po- 
sition for nickel was particularly acute. That is a major reason why 
we are paying prices in excess of the market price. 
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Senator Carenart. What is primarily holding back the production 
of X amount of more nickel ? 

Mr. Curtis. Well, the 

Senator Capenarr. In other words, why isn’t it possible to double 
the production ? 

r. Ftemminc. The problem up to the present time of course, as 
Senator Bricker has indicated, has been the problem of determining 
whether or not it was possible to take some of these lower grade ores 
and process them in such a way as to get nickel which in turn could 
be marketed. 

Senator Caprenart. Is it a fact that International Nickel has a 
monopoly on nickel ? 

Mr. Curtis. They supply roughly 80 percent of the amount that is 
<onsumed in this country. 

Senator Carenart. It would almost be a monopoly, wouldn’t it? 
80 percent ? 

Mr. Curtis. That is right. 

Senator Careuart. They do supply 80 percent of it? 

Mr. Curtis. About 80 percent. 

Senator CarrHart. Why could not they double their production 
if they wanted to, or could they # 

I don’t know, Iam asking you. Let me ask you this: 

How much have they increased it in the last 12 months? 

Mr. Curtis. I believe about 25 million pounds. 

Senator CarrHart. What percentage! 

Mr. Curtis. Ten percent of their total production. 

Senator CareHart. Increased by 10 percent? 

Mr. Curtis. Yes, sir. 

Senator CareHart. How much have they increased it over the past 
4 years? 

Mr. Curtis. I would have to check back on the records but if I 
am permitted a guess, about perhaps 210 million pounds up to 240 
million at this time. 

Senator Carenart. Some 30 million in the last 4 years. 

Mr. Curtis. Yes, sir. 

Senator Caprnarr. You say International supplies 80 percent. 
That means all others supply 20 percent. 

How much have they increased it poundwise? 

Mr. Curtis. Well, sir, the 80 percent figure applies to the nickel 
which has been consumed by industry. 

There has been a considerable additional supply which has been 
brought forward under the expansion program contracts of the De- 
fense Production Act. 

If you add that quantity of nickel which is coming to the Govern- 
ment, their total participation in the total supply would be consid- 
erably less than 80 percent, perhaps around 65 percent. 

Senator Capenart. What increase has the other 35 percent had in 
the last year, say, and in the last 4 years? 

Mr. Curtis. The development in Nicaro, which is a Government 
project, has gone from zero 7 to currently about 30 million pounds 
a year. I think that began to be developed about 1952. 

Senator Carrnart. Take the whole, International Nickel with their 
80 or 65 whichever it is, and the other fellows, how much have 
they all increased their production in the last 12 months? 
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-- Mr, Curtis. Shall I put it this way : The total free world production 
in 1956 may be about 440 million pounds. 

Senator Carpuart. The total production ! 

Mr. Curtis. Total free world production, 

Senator CaremArr. And what was the production a year ago? 

Mr. Curtis. In 1955 it was about 425 million pounds. 

Senator CapeHart. What was it 4 years ago? 

Mr. Curtis. Four years ago—you are pushing me hard here, Sena- 
tor—that would be 1951, I would have to guess on that, around 300 
million pounds. ; 

Senator Carenant. Is this 80 or 65 percent of International Nickel, 
is that the percentage of the world market, the world production ? 

Mr. Curtis. No, the 80 percent figure was 80 percent of the supply 
going to industry here. 

Senator Capenart. Let’s use the 65. 

What percentage of the world production does International Nicke) 
do? 
- Mr. Curtis. They produced 240 million last year. 

Senator Capenart. As a percentage? 

Mr. Curtis. As against 425 million. That would give you the 
percentage. 

Senator CapeHart. They produced more than half? 

Mr. Curtis. Yes. 

Senator CareHart. In other words, they produced approximately 
55 percent of the free world nickel production ? 

Mr. Curtis. Approximately. 

Senator CareHart. And what percentage now have they increased 
their production in the last year? 

Mr. Curtis. About 10 percent, sir, in the last year or two. 

Senator Capenart. Is that because they do not want to increase the 
production any more or is that because they just cannot? 

Mr. Curtis. In producing nickel, it is a very complex operation. It 
takes perhaps 4 to 5 years to develop a new source of supply. 

Senator Civamaeie They have not increased their production much 
over the last 4 years. 

Is it that they do not want to or is it that they just cannot ? 

Mr. Curtis. That I could not say, sir. 

But I will throw in that they have moved from surface operations 
to underground operations over the last 3 years, and that is one expla- 
nation which I believe they have given why they have not increased 
production faster. 

Senator Carenart. Do you have any answer as to why there is such 
a shortage of nickel at 64 cents a pound but one can get practically all 
they want at $2? 

Mr. Curtis. Well, sir I—— 

Senator Carenarr. Or do you agree with that statement? 

Mr. Curtis. I do not agree with that statement that you can get 
all you want at $2. 

There is a marginal supply at premium prices which is limited in 
quantity. 

Senator Carenart. You agree that you can get a lot of it at $2? 

Mr. Curtis. No, sir; I do not, relative to the total amount. 

Senator Carruart. What are you basing your statement on now? 
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Mr. Curtis. Two hundred and fourteen million pounds has been 
the consumption of nickel in this country in 1955, and the total amount 
as cational by BDSA, that is the Department of Commerce, which is 
sold above the 6414-cent level, or shall we say black market, to use that 
word, would not exceed about 5 percent for that year. That is the 
Commerce estimate, so in that case 5 pereent of —— 

Senator Carpenart. Where does the 5 percent come from? 

Mr. Curtis. Some of it comes from France, some from West Ger- 
many, some from Japan, and some secondary nickel recovered from 
scrap ; those would be the 4 principal sources. 

Senator Carenart. None comes from International Nickel or the 
reselling of nickel that they produce? 

Mr. Contin That, sir, we would have to ask the Department of 
Commerce because we would not know the quantity of nickel involved 
in these illegally, if you call it that, transactions when International 
Nickel Co. sells it for 6414 cents, the recipient then turns around and 
sells it for $3 in the black market. 

Mr. Fiemmine. I do not think we should call it illegal. The Gov- 
ernment has no control. The Government is out of the control busi- 
ness here. 

Senator Carenart. It is not illegal. If you can get $3 for something 
that is only worth 64 cents there is nothing illegal about it. 

Mr. Curtis. We understand that International Nickel watches that 
very closely and if somebody did that they would cut them off from 
nickel. 

Senator Bricker. That is where it comes from. 

For instance a small plant that has a large allocation due to past 
history, if it is more profitable for them to sell it at a —_ price than 
to make it into products which they had heretofore sold, they will 
do it. 

Mr. Curtis. But I believe International Nickel Co. will watch that 
very closely and will not provide more than what they need. 

Senator Bricker. How much foreign nickel are we getting :in this 
country for industry and for stockpiling? 

Mr. Curtis. What. percentage of the total free world production is 
coming here ? 

Senator Bricker. That is right. 

Mr. Curtis. I believe it is around 70 percent. 

Senator Carenart. I am led to believe there is a considerable 
amount of it selling for $1.50, $2 a pound or more. 

Mr. Firemine. Mr. Curtis has given you the approximate percent- 
age that would lend itself to that kind of treatment. 

I am not surprised at the fact that there are some people who are 
taking advantage from an economic point of view. 

I do not say that in any disparaging manner, but taking advantage 
of the short supply situation. That is really what is happening here. 
International Nickel has held their price down, but there are others 
who get access to nickel in one way or another that are charging more 
because of the fact that there is a demand for it. 

Chairman Brown. Will you explain the present distribution of 
nickel ? 

Mr. Fremmine. Mr. Chairman, of course the Government is not in 
the distribution business at all, and consequently any distribution pat- 
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tern that is followed is a pattern that is followed by the private pro- 
ducer of the nickel, I mean such as International Nickel Co. 

Chairman Brown. You would not know anything about that then! 

Mr. Ftemmine. The Department of Commerce keeps in touch with 
the kind of system that they are following and they can describe that 
system, tell you just how Internationa! Nickel Co. does it, but the thing 
that we try to keep very clearly in mind is this: That when we took 
controls off, we placed the responsibility obviously for the distribution 
pattern in private hands, and I do not want to see us get in a position 
where we are part way down the road to controls and yet not all the 
way down because then you will get all kinds of inequitable situations. 

We should either be controlling it or not controlling it. Of course 
our policy is that we should not be controlling it at the present time. 

Chairman Brown. How much has the price advanced since you took 
controls off ? 

Mr. Fitemmine. As Mr. Curtis indicated, at the time we took them 
off it was around 60 cents per pound. 

Mr. Curtis, That is right. 

Mr. Fiemmine. It has gone up to 6414 cents as far as the quoted 
price on the part of International Nickel is concerned. I think you 
will recall that when we took controls off or before we did, they ad- 
dressed a letter to the Secretary of Commerce stating that they would 
in effect not take advantage of the short supply situation on the price 
side, and they cited their record up to that particular time to back up 
that statement, and certainly their record since then has borne out 
the statement that they made at that time; because when we consider 
what has happened to prices generally over that period from Novem- 
ber 1953 down to the present time, I do not think that anyone would 
regard an increase from around 60 or 61 to 6414 as unreasonable. 

Chairman Brown. Was the civilian use less this month than it was 
in previous months? 

Mr. Fitemminea. As I indicated here in my statement, as the result 
of the last action that I have taken, the amount available to the civilian 
economy should be slightly in excess of the amount available during the 
first quarter and somewhat in excess of the amount available during 
the second quarter of 1955. 

Senator Carenartr. What would have to be done to increase the 
Cuban production ? 

Mr. Fiemmine. That, Senator, is what I have asked the various 
agencies to explore for me right now to see whether or not if we set an 
expansion goal, and if we indicated as a Government that we were 
willing to do certain things to accelerate this production, whether it 
would have that particular result. 

For example, a willingness to buy certain quantities for the stock- 
pile provided they could not find a market for it elsewhere. 

I do not think that that would be very much of a calculated risk on 
the Government’s part. 

Senator CapeHart. Are you conscious—or maybe this should be 
directed to the Department of Commerce—are you conscious of the 
seriousness of this shortage of nickel ? 

Mr. Ftemminea. There is no question about that, Senator Capehart. 

Senator Carenart. A lot of industries are closing down or being 
very badly hurt and not only that, but possibly the quality of many 
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products is being hurt because they are not using enough nickel in it 
and the general public may well be getting, what will we say, short- 
changed, not getting a good nickel job or nickel finish ? 

Mr. FLEMMING. Of course J think along that line, Senator Capehart, 
we should keep in mind the fact that the total consumption is at an 
alltime peacetime record, which is roughly around 214 million. 

Senator Carenart. The total production in the United States has 
gone up and up and up, the total need or requirement up and up? 

Mr. FLemminea. Senator Capehart, every month over a period of the 
past year we have had this question up in an effort to determine how 
much we could divert in order to relieve that situation, and I have 
indicated here in my statement the amounts that have been diverted 
and they are very substantial amounts, as you can see. 

Now the difficulty has been that as we have diverted, the military 
requirements, current military requirements have kept moving up, 
and have kept moving up at a very rapid rate. 

In executive session I would be very glad to give you those figures. 

Senator CarrHarr. I suppose we will have to get into executive 
session, but I was going to say do you know how much inventory the 
military have on hand at the moment? 

Chairman Brown. We will have to call an executive session later on. 

Mr. Fremmrne. That is right. There is interesting information 
as to what has happened to the military take for current operations 
which of course I would be very happy to furnish in executive session. 

Senator Bricker. It is my understanding there is no known avail- 
able source in the Continental United States of any substantial amount. 

Mr. Fiemmine. That is right. 

Mr. Curtis, you might comment on one source that is in the process 
of development. 

Mr. Curtis. We have one in the Hanna Co. at Riddle, Oreg. They 
are now producing nickel in the form of ferro-nickel, at the rate of 
about 14 million pounds a year. That is quite a nice piece, but of 
course that in relation to our total consumption of two hundred million 
plus, it is about 7 percent. 

Senator Bricker. Is there any other available source that you know 
of, or is there any prospecting going on for it ? 

Mr. Curtis. In the United States? 

Senator Bricker. In the United States, 

Mr. Curtis. There is some prospecting going on in Minnesota. 
They have in the forest reserve up in Minnesota, some very low grade 
ore which is being prospected now by International Nickel Co. and I 
think one or two other companies. 

The National Lead Co. is trying to develop a process to recover some 
nickel in Fredericktown, Mo., and those are about the only sources 
that I know of in this country which involve programs. 

Chairman Brown. Mr. Patman, do you have a question about 
nickel ? 

Representative Parman. Not about nickel, no. I wanted to ask 
him about something else. 

Mr. Fiemmine. Mr, Chairman, I had just reached nickel in my 
prepared statement and at Senator Capehart’s suggestion he was ad- 
dressing questions to me on that with the idea I- would move on. 

Senator Capenart. Yes. 
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Representative Parman. I want to ask about the dollar-a-year men. 

Chairman Brown. Just a minute, Mr. Patman. 

Senator Capenarr. I have a few more questions on nickel, too. 

Representative Tate. Dr. Flemming, I wanted to ask you if pri- 
mary nickel and nickel scrap are under export controls. 

Mr. Curtis. There is an entire restriction on the export of nickel 
ingot, shot and other forms of primary nickel. There are quite strict 
controls on the export of stihaleeen. There is an embargo on some 
of the high types and some very severe restrictions on low types of 
scrap. 

Details on this can of course be provided by the Department of 
Commerce. 

Representative Tatte. My second question : 

Will you report on the care with which our allies guard against 
sending products containing nickel to the Soviet Union? 

Mr. Fitemmine. Mr. Chairman, that gets into the classified area 
and again I think we should ask the Department of Commerce to 
discuss that with you because they have the operating responsibility 
there along with the State Department. 

Representative Tate. That is quite all right. Thank you, Mr. 
Chairman. 

Chairman Brown. Are there other questions about nickel ? 

Senator Carenarr. Well, many, but I am just wondering if we are 
going to accomplish anything. You feel this committee ought to 
investigate the so-called high prices of nickel beyond the published 
prices ¢ 

Is it a serious thing? 

Mr. Ftemmine. As Mr. Curtis has indicated, it does not account 
for a large percentage of the amount that is in the picture at the 
present time. 

Senator Capenarr. How does anybody know, Doctor? 

I mean, does Mr. Curtis know or is he guessing at it? 

Mr. Curtis. No, sir. As I said, this is the information we ob- 
tained from the Business and Defense Services Administration of 
the Department of Commerce. 

Senator CapenartT. Your figures come from the Department of 
Commerce ? 

Mr. Curtis. On that, yes, sir. 

Mr. Fiemmine. | certainly think that it might be very helpful to 
get some of the facts relative to the situation out on top of the table 
so the people get it a little clearer. 

Senator Capenart. You have got a very, very bad situation here, 
Mr. Chairman, two bad situations, 

One is you have got a terrific shortage. Secondly, you have got a 
strange situation where the prime producer is selling, at least the 
quotation is 64 cents a pound and I have reason to believe, and others 
that are more familiar with the subject than I am are confident of it, 
that there is a tremendous amount moving in the market at twice and 
three times that and sometimes more. 

Mr, Fitemminc. Mr. Chairman, I would like to say this: that it 
seems to me that the only positive approach to the handling of this 
problem is to do everything that we can to accelerate production of 
particularly these i properties. 
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Of course that appeals to me not only from the standpoint of 
providing additional supply now, but also from the point of view 
that they improve our security position. 

Senator Carenrr. Is it possible to double, triple, quadruple the 
Cuban production or is that a classified matter ? 

Mr. Fiemmine. In about 3 weeks I can give you a very specific 
answer to that, I mean with a specific program, plan of action. 

Senator Carenart. Are there the minerals there to do it? 

Mr. FLemmine. Yes. 

Senator CapeHarrt. Is it a shortage of machinery to do it? 

Mr. Fiemme. It is the largest source of ore in the world. 

Senator Carenart. Of nickel ore in the world? 

Mr. Fiemmine. Right there. 

Senator Carenart. What are we waiting for? 

Mr. FLtemminc. What they have been doing, I mean I go back 
again to Senator Bricker’s observation. 

Up to the present time or up to just about right now, they have not 
been able to develop a process for getting the nickel out of that ore, 
but it looks now as though they have got it. 

Senator Carenart. It is a hard process, hard to do, is it? 

Mr. Fiemmine. That is right, very. 

Senator Capenart. Is it a different process or a different kind of 
ore than the Canadian ore, for example? 

Mr. Fitemmine. Yes, sir. 

Mr. Curtis. It is entirely different. It is a laterite ore and the 
Canadian ore is a sulphide ore. 

perator Carenart. And they have yet not found out how to do it 
swiftly ? 

Sei” Widihiddets: We think that they are right at the point where 
they have found out how to do it, and that is why we think the time 
has come for the Government to do it, and that is why we think the 
time has come for the Government to see what it can do to accelerate 
it from this point on. 

In other words we think that the technical problems are pretty 
well back of them and that consequently this is a good time for the 
Government to get in and see what it can do to accelerate it. 

Senator Carenart. The Government is operating it at the moment. 
The Government owns it. 

Mr. Fiemminc. That is Nicaro, but in addition to Nicaro there 
are these properties owned by Freeport Sulphur and the properties 
that are owned by Bethlehem Steel. 

Senator CaprHart. They are not in production at all, are they? 

Mr. Fiemmrne. Only on a pilot—Freeport Sulphur is on a pilot 
basis. 

Senator Carenart. They are not in production at all? 

Mr. Fiemmine. Just a pilot plant basis. 

They are testing it right now. 

Senator Carrmart. Are we using the same process in the other 
one that the Government owns? 

Mr. Curtis. The ore is slightly different from the Freeport ore and 
a different process is used. 

Chairman Brown. I think we should have an executive session later 
on, and also invite the Secretary of Commerce. 

Mr. Fiemmine. That is right. 
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I think it would be very helpful to us. I would say, Mr. Chairman, 
in about 3 weeks we will have an action program based on this Cuban 
situation to place before you which is, after all, the only way to solve 
this is to step up the production. 

These other problems, they are difficult problems and irritating 
problems, but there is not much to do about solving them other than 
to get ourselves in the position where we have got an additional supply. 

I might say, Mr. Chairman, if we can accelerate these developments 
in Cuba, it eases the situation all the way along the line because then 
we will have additional sources of supply that we can count on in the 
event of mobilization. 

That means we can reduce our stockpile objective so that the stock- 
pile will not be anywhere near the factor in the picture that it has 
been up to the present time, and that is why Dr. Townsend, who I 
think did a very fine job for us in reviewing this situation, put the 
emphasis on trying to step up the sources of supply. 

Chairman Brown. Any other questions on nickel at this time? 

Senator Bricker. Have you any other information on the supply 
available to Russia? 

Mr. Curtis. No, sir. Public reports indicate, however, that they 
produce perhaps 60 million pounds a year from the Petsamo plant 
in northern Finland which they seized after the Finnish war and from 
other areas in the Urals. 

Mr. Fiemmine. Mr. Chairman, later on in my statement I deal with 
the executive reserve problem and the without-compensation problem. 
Do you want to wait until then or do you want to take that up? 

Mr. Parman. I would rather go ahead now, Mr. Chairman. 

May I proceed? 

Chairman Brown. Go ahead, Mr. Patman. 

Representative Parman. About this nickel, are you trying to de- 
velop a beneficiation program; is that what you are trying to do? 

Mr. Curtis. That is not quite an accurate way to describe it. It 
is really the production of nickel from ore in the ground. 

ae Parman. The ore in the ground of low nickel con- 
tent 

Mr. Curtis. That is right, sir. 

Representative Parman. You are trying to beneficiate it, separate 
and make it higher? 

Mr. Curtis. It is 1 percent nickel content, roughly. 

Representative Parman. Dr. Flemming, when you appeared before 
our House Banking and Currency Committee in connection with the 
extension of the Defense Production Act, I questioned the necessity 
as well as the desirability from the standpoint of sound public policy— 
I know this is a question about which honest people differ and there 
is nothing personal about it at all, I assure you—of continuing to 
employ these private business officials on a dollar-a-year basis. 

Of course I refer to the W. O. C.’s. We know what the dollar a 
year is and we do not know too much about the W. O. C.’s. 

You told the committee at that time that— 


the record that has been made by those who have served on a dollar-a-year basis 
or without-compensation basis has been an outstanding record, 


and you also stated : 


I do not think that basically people are furthering any self-interest when they 
come down and serve in that capacity. 
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Since your appearance before our Banking and Currency Commit- 
tee, Dr. Flemming, I have taken the trouble to look at the record 
made by the dollar a year representatives in the leading aluminum 
corporations and would like to ask you a few questions about it. 

Let me say first that the information I am relying on was de- 
veloped by the staff of the Small Business Subcommittee studying 
the aluminum industry and small business. 

It is based not only on public hearings but also on a review of the 
ODM files, minutes of the BDSA Advisory Committee meetings, and 
interrogatories sent to individual companies in the industry. 

At the outset, Dr. Flemming, let me ask you this question: Is there 
a shortage of productive capacity in aluminum at this time? 

Mr. Fiemmine. I think that the demand is still somewhat ahead 
of the supply in that area. 

Representative Parman. So there is a shortage? 

Mr. Fiemmine. Right. 

Representative Parman. Next, aluminum prices have been raised 
recently have they not? 

Mr. Staucuter. Yes, sir. 

Representative Parman. These price increases are contributing to 
the general inflationary pressure that is building up, that is correct, 
too, 1s it not ¢ 

Mr. FLtemmine. Any price increase, and of course it makes a con- 
tribution in that direction. 

Representative Parman. A reason given was that higher prices 
were needed to finance the expansion of capacity in the industry, is 
that right? 

Mr. Fiemme. I do not know. 

Representative Parman. The advertising I thought indicated that. 

Is this gentleman on your staff here in connection with aluminum ? 

Mr. Siaucuter. Yes, sir. 

Representative Patman. Would you please tell me who you are? 

Mr. Siaveuter. B. K. Slaughter, Chief of the Light Metals Di- 
vision, with Mr. Flemming. 

Representative Parman. Do you have any knowledge as to whether 
or not they stated that they were having to increase their prices for 
the purpose of obtaining expansion capital ? 

Mr. Siaveuter. I cannot answer your question. 

Representative Parman. And you do not know either? 

Mr. Fremmine. I did not see a statement to that effect. 

Representative Parman. Did not the ODM establish the third 
aluminum expansion program in 1952, under you I guess, Dr. 
Flemming ? 

Mr. Fiemmrnc. That was in the previous administration. 

Representative Parman. That is right. 

Mr. Fiemme. I think it was initiated by the Defense Production 
Administration before that agency was transferred into the Office of 
Defense Mobilization. 

Representative Parman. That was the third program ? 

Mr. Fitemminc. The so-called third round, that is right. 

Representative Parman. Was not the purpose of this program two- 
fold, first to take care of national defense needs for additional capac- 
ity, second to increase the number of producers in the three-company 
dominated industry ? 
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Mr. Fremminc. Both were referred to in their announcement at 
that time. 

Representative Parman. Was not this expansion program sus- 
pended or placed in abeyance in 1954? 

Mr. Fitemmrine. Yes, that is right. 

Representative Parman. Is it not true that the suspended part of 
the aluminum expansion program was to have been confined only to 
new producers ? 

Mr. Fiemmrne. Is it not true what? 

Representative Parman. Is it not true that the suspended part of 
the aluminum expansion program was to have been confined only to 
new producers ? 

Mr. FiemMrine. The whole program was suspended. 

Representative Parman. The whole program was suspended ? 

Mr. Fitemmine. Yes, sir. 

Representative Parman. But wasn’t the effect of it to stop the new 
producers and let the three producers continue on ? 

Mr. Fiemmine. Was that the effect? 

Representative Parman. Yes. 

Mr. Fiemmine. No, sir, Mr. Patman. 

Representative Parman. It was not the effect? 

Mr. Fremmine. The record indicates quite the opposite. Of course 
I did not realize you were going into aluminum, but the next part of 
my statement deals with the aluminum situation and just what we 
have done in that area. 

Representative Parman. You say then it was not suspended in part, 
it was suspended in its entirety? 

Mr. Fiemmine. That is right, the third round, we are talking about 
this third round expansion program. 

Representative Parman. That is right. 

Did you not suspend the aluminum expansion program on the basis 
of advice originating partly from the three leading producers of 
aluminum and partly from the dollar a year employees serving as 
directors of the business and defense sections of Commerce ? 

Mr. Ftemmine. Mr. Congressman, my advice from the Department 
of Commerce comes from the Secretary of Commerce or his designated 
assistant secretary. 

Now who in turn they get advice from of course they would be the 
only persons that could testifv on that. 

Representative Parman. When was the Business and Defense Serv- 
ices Administration first organized in the Department of Commerce— 
who can answer that? 

Mr. Fiem™rne. It was organized about 1953. 

Chairman Brown. Mr. Patman, pardon me. 

Is there anyone here representing the Department of Commerce? 
(No one was present from the Department of Commerce.) 

Representative Parman. Mr. Flemming»would know that. 

Mr. Fitemmina. Roughly it was in 1953, in the fall I think. 

Representative Patman. Wasn’t it set up way back when Mr. 
Hoover was Secretary of Commerce ? 

Didn’t he have an organization similar to that ? 

Mr. Fiemmine. You are talking about—there was a Bureau of 
Foreign and Domestic Commerce back in the late 1920’s that existed 
for a considerable period of time. 
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Representative Parman. That was a similar organization to this? 

Mr. Ftemmine. Well, roughly. I mean it is pretty hard to take a 
unit of Government that existed in 1924 or 1925 and say that it was 
similar to the one that is in existence now. But roughly that. 

Representative Parman. I accept your explanation. 

When you appeared before subcommittee No. 3 of the House Small 
Business Committee, Dr. Flemming, on May 23, 1955, did you not 
express concern about the incorrect advice you had received early in 
1955 from the three leading producers of primary aluminum con- 
cerning civilian requirements for aluminum ? 

Mr. Fiemmrne. I stated it as a fact. 

If I can now recall the dates, in the fall of 1954 the producers talked 
with me and indicated that the supply and demand was either pretty 
well in balance or possibly the supply a little bit in excess of the de- 
mand, and of course they had no objection at all to our acquiring some 
of the supply for the stockpile. 

In February 1955, they talked to me and said that they had what 
they regarded, or that they were confronted with what they regarded 
as a temporary upsurge in demand, and asked whether or not we could 
defer some deliveries to the stockpile, and then in effect they said that 
they would pay us back by June of that year. 

This is 1955, but by June of 1955, they were indicating to us that 
what they had thought was a temporary upsurge in demand appar- 
ently was not a temporary upsurge in demand, and that it looked to 
them as though it was going to be with us for an indefinite period of 
time. 

Of course in other words they were saying that they underestimated 
the ability of the economy to move forward in February 1955, but 
by June 1955, they were convinced that it was moving forward and 
was moving forward at a rapid rate and that consequently there would 
be a continuing heavy demand for aluminum. 

Representative Parman. So they told you then that the shortage 
was just a temporary one due to more buying and that was your testi- 
mony before the committee, but they later discovered that was a mis- 
take, that the demand continued ? 

Mr. Ftemmrne. That is right. 

Representative Parman. Now in September 1955, when you again 
testified before the subcommittee you stated that you were certain that 
there was no longer any need for a Government-aided aluminum ex- 
pansion program because you had firm assurances that sufficient new 
productive capacity would be privately supplied ? 

Mr. Fiemme. That is right. 

Representative Patman. Isn’t it true that the only new develop- 
ment insofar as private aluminum expansion was concerned, was the 
assurance given to you by Alcoa that they would add, without Govern- 
ment aid, some 262 million pounds of additional capacity ? 

Mr. Fiemmine. No, sir, that was not true, and the facts that have 
unfolded since then show very clearly that it was not true. 

Alcoa has expanded, but so has Olin Mathieson, rather they have 
gone into the business for the first time. Harvey is moving ahead 
with its particular 

Representative Parman. I thought that was in 1952? 

Mr. Ftemmine. Who, Olin Mathieson ? 

Representative Parman. Yes. 
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Mr. Fiemmine. No. They are still not in production. They have 
announced their plans and they have acquired property in the State of 
Ohio and they are going to get their power from the bituminous coal 
resources in that particular part of the country and so on, but they 
are moving forward. 

Congressman, I think I should say there, it is in my statement, 
when we closed the goal, and the goal was 1,746,000 tons of annual 
productive capacity, we closed it because we felt that that much capac- 
ity was assured. 

We were not as optimistic as we could have been at that particular 
time because we are now convinced of the fact that the decisions that 
have been made by private industry will provide us with some 2,200,- 
000 tons of annual productive capacity, and because of the fact that 
the industry as a whole, with new ones coming into it, will have moved 
up to 2.200,000 tons, we have been able to reduce our stockpile objec- 
tive and we are in a position where as far as our minimum stockpile 
objective is concerned, it has been met and we do not have to go into 
the market to acquire any aluminum at the present time, and conse- 
quently have been able to ease the general situation to that extent. 

So what we thought would happen when we closed the goal and 
took away the Government incentives, namely, that the demand was 
so great that it would lead to other persons going into production 
has actually happened. 

It has gone beyond our expectations. 

Representative Parman. You state that you have something in 
your prepared statement on aluminum later on. That is the only 
part I wanted to interrogate you about. 

Chairman Brown. He previously covered nickel in his statement. 

ao Patman. And the aluminum part is the part 
about 

Mr. Ftemmine. Would you like me to put this part into the record ? 

Representative Parman. About the WOC’s, but I want the privi- 
lege, Mr. Chairman, of submitting additional questions to him before 
the record closes and I will not take the time to read them off, the 
ones I have written out now, but I may submit them to you later and 
ask you to answer them if you please, Dr. Flemming. 

Mr. Fiemme. I will be very happy to. 

Representative Parman. Thank you, sir. 

Mr. Fiemmine. Mr. Chairman, I might if agreeable with you and 
the other members of the committee, put in right now the information 
on aluminum because it ties right in with the questions that Congress- 
man Patman has addressed to me. 

Chairman Brown. Very well. 

Representative Parman. What page of your statement ? 

Mr. Fiemmine. Page 10, right in the middle of the page. 

Because of recent growth in productive capacity for aluminum, firm 
prospects for further growth and an improved stockpile position, the 
aluminum expansion goal was closed last fall. 

At that time we found that the expansion goal of an annual pro- 
ductive capacity of 1,746,000 tons, when combined with the amount in 
et would be adequate to take care of our mobilization 
needs. 

At the time we took this action we recognized that the demand for 
aluminum exceeded our expansion goal but we concluded that the ex- 
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pansion goal having been reached, we were no longer justified: in 
using defense incentives such as tax amortization and the authority of 
the Defense Production Act to accelerate further expansions in pro- 
ductive capacity. 

We do not ndlnoes that defense incentives should ever be used to take 
rare of the needs of a rapidly expanding economy once we are in a 
strong position from the standpoint of our mobilization requirements. 

Nevertheless, what has happened in the field of aluminum is a 
striking illustration of how a strong and rapidly expanding economy 
can provide us with added insurance as far as our mobilization base 
is concerned. 

Information availaible to us indicates that without the Govern- 
ment providing any additional incentives beyond those involved in the 
program that Jed to an annual productive capacity of 1,746,000 tons, 
industry has under way expansion programs that will provide the 
Nation with an annual productive capacity of approximately 2,200,000 
tons a year. 

This expanded aluminum production capacity has made it possible 
for us to lowes our stockpile objectives. 

Also, in view of the fact that our minimum stockpile objective has 
been achieved, it has made it possible for us to forego for the present 
our right to call a certain amount of aluminum for the stockpile each 
quarter. 

We have not yet reached our long-term stockpile objective and, as 
a result, we will resume our calls when we find that we can do so with- 
out hurting the civilian economy. 

From July 1, 1955, to June 30, 1956, a total of 778 million pounds 
of aluminum will have been diverted to industry which the Govern- 
ment had the right to put in its stockpile. 

Mr. Chairman, that completes the part on aluminum. 

If there are no questions on aluminum I will go ahead. 

Representative Parman. No further questions on aluminum, Mr. 
Chairman. 

Chairman Brown. Dr. Talle? 

Representative Tatue. If this question is not all right, just tell 
me so. 

What assurance is there that the United Kingdom may not upset 
the balance with its prior rights on Canadian sources in the event of 
An emergency ? . 

We get most of our aluminum from Canada, don’t we? 

Mr. Fitemmine. No. 

Representative Tarte. I should rather say we get a considerable 
proportion. 

Mr. Ftemmine. About 10 percent at the present time. I might just 
say this, Congressman Talle, without going into details which would 
be classified. 

That in figuring our war-time situation, that is, in developing our 
supply requirements balance sheet, factors like the one that you men- 
tioned are taken into consideration. 

Representative Tatie. That is enough for me. 

Thank you very much. 

Mr. Fitemminc. Mr. Chairman, I will go ahead then to copper. 
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Work soppege in the copper industry, increased industrial con- 
sumption, and the floods of last fall resulted in a continued tight copper 
supply situation. 

In the year beginning July 1, 1955, and ending June 30, 1956, a total 
of 56,400,000 pounds of copper will have been authorized for diversion 
to industry from scheduled deliveries to the stockpile and Defense Pro- 
duction Act inventories. 

The Department of Commerce advises us that by the third quarter of 
this year the supply and demand situation in the field of copper will 
be such that in all probability we will be able to resume our acquisitions 
for the stockpile. 

The copper situation should continue to improve. 

We expect domestic production to increase by about 150,000 tons in 
the next several years. 

At the same time, recent domestic price adjustments should result in 
increased imports. 

Senator Bricker. That is 150,000 tons per year? 

Mr. Ftemoine. No. 

Senator Bricker. Your statement here is 150,000 tons per year for 
the next several years. 

Mr. Fiemmina. That is corrected in my copy, Senator. 

I am sorry. We expect domestic production to increase by about 
150,000 tons in the next several years. 

In addition to expanding materials production and stockpiling, we 
have the problem of maintaining the mineral mobilization base. 

The Cabinet Committee on Minerals Policy recommended some 16 
months ago that the “supply-demand situation for each of the metals 
and minerals be evaluated periodically on a case-by-case basis to estab- 
lish the proper level of efficient domestic production required as an 
adequate component of the mobilization base.” 

We have delegated the authority for making these evaluations to 
the Department of the Interior. 

Whenever the Department of the Interior finds that the “proper 
level of efficient domestic production required as an adequate compo- 
nent of the mobilization base” is not being maintained, the Office of 
Defense Mobilization will assume responsibility for developing, again 
quoting from the Cabinet Committee report, “A comprehensive pro- 
gram involving the best use of all the various existing authorities of 
the Government” in order to maintain the level of domestic production. 

The program that has been followed in purchasing lead and zinc 
is an illustration of the manner in which our procurement for the 
long-term stockpile can be used in order to achieve such an objective. 

We have received recommendations from Interior on mobilization 
base levels for antimony, asbestos, chromite, columbium-tantalum, 
fluorspar, metallurgical manganese, mica, nickel, selenium and 
tungsten. 

Again, however, I would like to point out that we are not authorized 
to use defense authorities in this area if a determination has been made 
that our domestic production, plus our stockpile, will take care of our 
mobilization needs. 

Mr. Chairman, if I can return to that copper figure—the way it is 
stated now I think is misleading. 
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It should read this way : “We expect domestic production to increase 
on the average by about 30 to 35,000 tons per year.” 

Senator Bricker. For the next several years ? 

Mr. Fiemmine. That is right.. 

You have got to get it down to the yearly basis. 

Senator Bricker. There has been a tremendous increase or will be 
a tremendous increase in early years in the Chilean copper production, 
will there not? 

Mr. Fiemme. I think that there will be a step up there. 

Senator Bricker. There is a whole new plant being built? 

Mr. Fiemmrine. I think maybe you have in mind the one in Peru, 
Senator. 

Senator Bricker. Southern Peru is right. 

Mr. Fitemmine. That is right. That will bea very large one but that 
will not come into production for a number of years yet, but when it 
does that will change the picture considerably. 

Senator Bricker. Is there production there in Anaconda’s old mine? 

Mr. Fitemmine. In Chile, you mean? 

Senator Bricker. Yes. 

Mr. Fiemmrne. In Chile I think it is about the same. 

Chairman Brown. How much copper is produced in this country ? 

Mr. FLemmine. Just a moment and I will get the copper man up 
here. About 1,100,000 tons primary copper at the ree time. 

Senator Bricker. What is the production in Peru? 

Mr. FLtemmine. At the moment about 30,000 tons per year. 

Senator Bricker. And what in Chile? 

Mr. Ftemmine. About 430,000 tons per year in Chile. 

Senator Bricker. And what do they contemplate that the new plant 
in Peru will add? 

Mr. Ftemmine. One hundred and forty thousand tons. 

Senator Bricker. There is no program for abandoning the present 
production in Peru? 

Mr. Fiemmine. No. 

Mr. Chairman, if I may I will turn to the question of the protection 
of our mobilization base. 

In addition to building an adequate mobilization base, we must 
also take steps to protect that base. 

Last year I talked with you about dispersion and mentioned the 
conclusion of project East River that: “the problem * * * is one of 
achieving the best balance of disperson or spacing within the practical 
limits of a properly functioning urban economy. 

In line with this concept, we issued, on January 11, 1956, a new 
dispersion policy, calling upon Federal agencies to encourage and, 
where appropriate, to require that new facilities important to national 
security be located and constructed so as to reduce the risk of damage 
in the event of attack. : 

The policy lists a number of criteria that should be considered in 
dispersion decisions, such as the most likely targets of attack, the 
size of such targets and the destructive power of weapons that might 
be used against them; characteristics of the facility, such as under- 
ground and built-in protective construction features, and the economic 
and practical requirements for efficient operation of the facility. 
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We have authorized the area development division of the Depart- 
ment of Commerce to provide guidance and assistance to industry, 
the general public, and the Federal agencies. 

Except under very unusual circumstances, we will not grant fast 
tax writeoffs unless the facility is located in conformity with the 
advice of the Department of Commerce. 

The Defense Department is applying the policy to military projects 
and to industrial facilities in which it has a special interest. 

The dispersion policy is equally applicable to facilities of the execu- 
tive branch agencies. 

On January 18, I addressed a letter to the heads of Departments 
and agencies, stating that it is the responsibility of the head of the 
agency concerned to determine whether the functions for which the 
facility is to be provided can be carried out from a dispersed location. 

In making the determination, he is directed to keep in mind that the 
intent of the policy is to make us, as a Nation, less vulnerable to 
weapons of mass destruction. 

On the other hand, it is not the intent of this policy that new facili- 
ties be located on the basis of security considerations only; it is not 
intended that we make ourselves so secure as to be ineffective in our 
day to day operations. 

The head of the agency must balance the requirements for efficient 
peacetime operations against the need for post-attack operational 
a 

f, on this basis, he decides that he cannot use a dispersed location, 
he is to report such determination and the facts supporting it, to the 
Director of ODM who will keep the President advised of developments 
in this area. 

Parallel to this policy is the program for advising industry on in- 
dustrial defense measures which individual firms can take. 

Included within the suggested program are measures to assure 
protection of plants and vital facilities against attack, sabotage, and 
espionage, measures to assure the continuity of management and tech- 
nical know-how; and the continuity and rehabilitation of essential pro- 
duction in the event of attack. 

This program is implemented by our delegate agencies, particularly 
the Commerce and Defense Departments. 

The Commerce Department has a program for meeting with the top 
management officials of some 700 industrial facilities rated by the 
Department’s Industry Evaluation Board as of critical importance to 
national defense. 

To date, meetings have been held with about 350 companies. 

The response has been excellent. As a result of these conferences, 
many companies have voluntarily designated company coordinators 
to direct their industrial defense planning, started records microfilm- 
ing programs, developed remote record storage centers, established 
management succession lists, and set up alternate company head- 
quarters or rendezvous points. nie 

The Department of Defense is carrying out a comprehensive indus- 
trial defense program with its procurement sources. 
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In addition to the individual company conferences, several agencies 
are working with industry groups and encouraging them to provide 
industrywide defense guidance. 
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The steel industry has published a guidance handbook and the alumi- 
num industry is working on a similar one. 

The oil and gas industry, working with the Department of the In- 
terior, has published two manuals on disaster and security planning 
and principles. 

The railroad industry, working with the Interstate Commerce Com- 
mission, is almost ready to publish a facilities protection manual. 

The Department of Defense is carrying out a comprehensive indus- 
trial defense program with the aircraft industry. 

The Department of Agriculture has completed studies of the vulner- 
ability of 24 food and agricultural products industries, and is currently 
organizing a number of industry advisory committees to work out 
possible solutions. 

Now, I would like to turn to our mobilization planning work, and 
to a couple of related programs, the executive reserve and our new 
regional coordination setup. 

Since I met with you last year, we have devoted a great deal of at- 
tention—perhaps a major part of our effort—to the development of 
action plans to deal witht he various types of mobilization emergencies 
which we might have to face, and at the present time are concentrating 
on the following readiness plans: 

First, what we call readiness plan C, which is based upon an as. 
sumption of general mobilization without an attack on the continental 
United States. 

Our next readiness plan, plan D, assumes an attack on the continen- 
tal United States. 

Finally, there is plan D-Minus, which is general mobilization with 
an attack, assuming that the attack comes tomorrow. 

In other words, the difference between plans D and D-Minus is 
this: D represents the position we would like to be in to deal with an 
attack on the United States if we had plenty of time to take the neces- 
sary steps; D-Minus includes the actions we would take from our 
present readiness position if we were attacked tomorrow. 

These plans deal with the mobilization and distribution of all of 
our significant resources such as manpower, food, housing, commu- 
nications, transport, power and fuel, and materials and productive 
facilities. 

They are designed to provide coordination of the resource mobili- 
zation actions with military and civil defense planning and involve 
both substantive actions and the organization required to put these 
actions into effect. 

Recognizing that a war program would impose vastly different 
requirements on the Federal Government than peacetime programs, 
we are working out wartime organizational details, including staffing 
and budgetary requirements, in cooperation with the agencies most 
closely related to the functions to be performed. 

In that connection, we have recently worked out plans for the 
allocation of responsibilities between the Department of Defense, 
FCDA, and ODM in the event of an attack. 

In the event of an attack, the Department of Defense’s primary 
responsibility would be, of course, the defense of the United States 
and the conduct of mlitary operations incident thereto. 

Consistent with that responsibility the Secretary of Defense would 
also determine the necessary personnel, material, and facilities within 
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the Department of Defense required for military operations and their 
support. 

All other personnel, materiel, and facilities under the command of 
the Secretary of Defense would be used to render all possible support 
and assistance to the Federal Civil Defense Administration in an 
emergency relief and rehabilitation, including the control of traffic, 
maintenance of order, provision of emergency medical, health, and 
sanitation services, essential clearance of debris, detection and removal 
of weapons hazards, emergency restoration of damaged vital facilities 
and provision of emergency welfare services. 

The Department would make claim on the Office of Defense Mobilh- 
zation for its resource requirements, including military assistance to 
allies. 

The FCDA would be responsible for taking the lead in all civil 
defense, relief, and rehabilitation matters. 

The Administrator would direct all efforts in providing and dis- 
tributing emergency food, clothing, shelter, medical care, and cash 
allowances, maintaining order, sanitary safeguards, fire protection, 
countermeasures against the hazards of special weapons or unconven- 
tional warfare, essential clearance of debris, and restoration of public 
facilities and utilities basic to the resumption of commerce and indus- 
try; and the establishment of programs that would result in the dis- 
tribution of goods required to meet essential consumer requirements. 

The Federal Civil Defense Administration would make claim on 
the Office of Defense Mobilization for its resource requirements. 

The Office of Defense Mobilization would be responsible for logis- 
tical support. 

The Director would mobilize resources and direct the production 
required to meet military requirements as submitted by the Depart- 
ment of Defense, essential civilian requirements as submitted by the 
Federal Civil Defense Administration, nonmilitary requirements for 
foreign areas as submitted by the Department of State; would direct 
economic stabilization programs; and in order to accomplish the objec- 
tives set forth above, would direct Federal programs for allocation of 
resources including the adjudication of conflicting claims for man- 
power, production, energy, fuel, transportation, telecommunications, 
housing, food, and health services. 

This allocation of responsibilities has been approved for planning 
purposes by the Director of the Office of Defense Mobilization and 
concurred in by the Secretary of Defense, the Joint Chiefs of Staff, and 
the Administrator of the FCDA. 

One of the key elements of our readiness planning is the develop- 
ment of what we call “self-triggering orders.” 

These are actions which can take effect under certain circumstances 
with a minimum of additional decision making, and for which imple- 
menting steps have been taken. 

An example of this is our M-day machine tool pool order program. 

The purpose of this program is to assure that capacity available on 
M-day would be immediately utilized for the production of tools 
needed for defense, thus avoiding the usual time lag between the place- 
ment of contracts for end items and the contracts for the machine tools 
to make them. 





a8 DEFENSE PRODUCTION ACT 


This program assures machine tool builders in advance of a mobili- 
zation period that they may be able to produce to capacity with knowl- 
edge of a ready market. 

e started this program recently by earmarking $21 million of 
borrowing authority funds to finance production during the first 
6 months after M-day. 

During the next several months, the General Services Administra- 
tion will enter into standby contracts with machine tool producers. 

When the contracts are triggered, after M-day, they will provide 
for working capital advances where needed of up to 30 percent of the 
value of the items to be produced. 

Closely tied in with the mobilization readiness plan, is the new pro- 
gram for creating a civilian executive reserve, set up pursuant to 
subsection (e) of section 710 of the Defense Production Act, as 
amended. 

In accordance with the provisions of that subsection and the recently 
issued Executive Order 10660, each agency having mobilization re- 
sponsibilities is authorized to set up and train a reserve of persons from 
private life and from Government to fill executive positions in the 
Federal Government in time of mobilization. 

Under this program the agencies will select persons qualified to fill 
key positions and will secure their agreement, backed up by their em- 
ployers, to be available for service in the event of mobilization. 

Central rosters will be maintained by the Civil Service Commission 
to provide general information on the program and to avoid dupli- 
cation of requests to participate, and excessive calls on any single 
concern. 

Reservists will be trained in the operation of the government as well, 
as in the various mobilization plans of importance to their wartime 
posts and will participate in exercises which test our mobilization 
readiness plans. 

The immediate availability of such a reserve, capable and informed 
to perform the many urgent administrative jobs would meet one of 
the most difficult problems of a rapid, full-scale mobilization. 

The Executive Reserve Program is now moving forward. 

On February 23, we implemented the Executive order by issuing 
Defense Mobilization Order I-21. 

We already have, as you know, a nucleus Executive Reserve of some 
50 people within the Office of Defense Mobilization. 

We have established an Interagency Executive Reserve Committee 
to advise the Director on the coordination of the programs in the 
various agencies. 

We have also established an advisory committee of experts from 
private life who will assist us in furthering this program. 

The Commerce Department has already recruited about 150 re- 
servists from among the persons who have served in that Department 
during World War II and Korea. 

The Labor Department, Interior Department, Interstate Commerce 
Commission, Federal Communications Commission, and Central In- 
telligence Agency have all indicated a positive intention to establish 
reserve units; other agencies have the matter under active consid- 
eration. 

We expect that a considerable number of executive reservists will 
participate in Operation Alert 1956. 
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A new eee designed to meet an urgent mobilization need, par- 
ticularly in the event of attack, is a program of regional coordination 
to assist in carrying out the duties that would be assigned to ODM 
after an attack as I have previously indicated. 

Many specific resources problems would require resolution through 
coordination of the related Federal agency interests. 

For example, maintaining the food supply would involve coopera- 
tion among Federal agencies concerned with agriculture, storage, 
transportation, and rationing. 

= coordination is necessary at the national, regional and local 
leve 

However, in event of attack many localities would have to look 
elsewhere for assistance, and communication with Washington might 
be difficult or impossible. 

It is for these reasons that we have been initiating a program for 
regional coordination of mobilization activities. 

e basis for this coordination is a number of regional coordinators 
who will represent the Office of Defense Mobilization in their respec- 
tive regions and who will serve as chairmen of the Regional Defense 
Mobilization committees. 

A pilot study of the new plan was initiated last October in Dallas. 

Last January —— boundaries were tentatively agreed upon 
and acting regional coordinators appointed for all 10 regions. 

After this regional coordination plan is tested in operation Alert 
1956, we intend to firm up our regional boundaries and appoint per- 
manent coordinators. 

Now I would like to say a few words about our testing program. 

You are familiar with Operation Alert 1955, last June, when several 


thousand key Federal workers, led by the President, moved to relo- 
cation sites outside Washington for a period of 3 days. 

That exercise was essentially a pilot operation, designed to uncover 
as many defects as possible in pes for maintaining the continuity 


of Government and dealing wit 
attack. 

During the winter each agency conducted its own more limited 
test to correct various deficiencies discovered last summer. 

This month we plan to hold a test, here in Washington, of Plan C, 
to which I have already referred. 

This will include a review of proposed action steps and action docu- 
ments to see that they are sound and adequate, and is designed to im- 
prove readiness for such a situation by assuring that command and 
staff levels of the Government are familiar with the implications of 
such a situation, the nature of the actions to be taken, and the missions 
each agency is —— to carry out. 

That is general mobilization without an attack on this country. 

This summer, from July 20 through July 26, we will conduct Opera- 
tion Alert 1956 in which we will test our readiness to cope with an 
attack on this country. 

As you know, Operation Alert 1955 was a 2-way exercise, one which 
integrated both civil defense and executive branch operations. 

Operation Alert 1956 will be a 3-way exercise, one in which civil 
defense, Government, and military plans and operations will be in- 
tegrated. 


emergency problems in the event of 
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The objectives are to acquaint personnel with the types of problems 
which a nuclear attack against the United States might generate, and 
to test our readiness to deal with such problems. 

Participants will include: Executive branch agencies having essen- 
tial wartime functions, the military services and 7 unified and specified 
commands designated by the Secretary of Defense, and civil defense 
organizations at all levels. 

Canada has indicated its participation. 

Assumptions have been pment including an attack pattern of 
sufficient magnitude and variety to meet training objectives without 
reference to aggressor capabilities, and without revealing information 
as to the most damaging targets and aiming points. 

The exercise will cover the first 7 simulated days following an 
attack. While there will be no telescoping of time, preparation for 
actions which would not take place until after the simulated time will 
be encouraged. 

Substantive problems involving both headquarters and field inter- 
agency considerations will be emphasized. Each agency is submitting 
a problem. These will be analyzed for the purpose of selecting prob- 
lems on which issues may be drawn to test alternative decisions. 

The following operations will be tested : 

1. Air Defense warning. 

2. Civil Defense public warning. 

3. The Conelrad program for control of broadcasting during 
attack. 

4. Military exercise of forces. 

5. Civil Defense training exercises. 
6. Government procedures on receipt of alert signal. 
7. Evacuation. 

8. Activation of relocation sites. 

9. Performance of essential wartime functions. 

10. Relief and rehabilitation. 

11. Military support and assistance to civil defense operations con- 
sistent with the execution of military missions. 

12. Military support and assistance to civil authority, consistent 
with the execution of military missions, 

13. Regional coordination. 

14. Damage assessment. 

15. Determination of surviving resources and survival require- 
ments. 

16. Allocation of resources. 

17. Control measures. 

18. Certain wartime organizations. 

Senator Bricker. Congress will be left on its own ? 

_Mr. Fiemuine. Senator Bricker, Congress will be invited to par- 
ticipate, and I might say that since Operation Alert 1955, working 
with the leaders of Congress, a tentative agreement has been made on a 
relocation site for Congress and they will be definitely invited to par- 
ticipate, as will the judicial branch. 

One of the issues that arose out of Operation Alert 1955 was the 
declaration of so-called limited martial law. 

The draft proclamation prepared at that time provided that until 
Congress could convene and the various State legislatures could 
do likewise, the Army should enforce law and order and carry out 





DEFENSE PRODUCTION ACT 31 


decisions of Federal agencies in the discharge of the regular and 
emergency authorities vested in them by law and the proclamations 
and Executive orders which were hypothetically issued during Opera- 
tion Alert. 

The action taken during Operation Alert 1955 was entirely appro- 
priate to the assumptions that were used as a basis for that exercise. 

The official Army definition for “martial law” is as follows: 

Martial law, also termed “martial rule,” is the exercise of the military power 
which resides in the executive branch of the Government to preserve order, and 
insure the public safety in domestic territory in time of emergency, when civil 
governmental agencies are unable to function or their functioning would itself 
threaten the public safety. 

In the writings on this subject, martial law is frequently distin- 
guished from military aid to the civil power. 

It is clear that the decision last June was not a decision to usurp 
civil authority but rather to provide the maximum possible military 
support to the civilian authorities on a nationwide esis in order to 
deal with the type of situation assumed in the exercise. 

As indingted: by the description that I have given of the allocation 
of responsibilities between the Department of Defense and the FCDA, 
this concept is now the basis for our planning for comparable 
situations. 

The concept will be tested further in connection with Operation 
Alert 1956. 

Mr. Chairman, that ends my presentation of the material that I had 
included in my outline. 

Chairman Brown. I want to ask you a question about mica. Stra- 
tegic grades of mica are now in short supply? 

Mr. FLtemmine. Yes. 

Chairman Brown. Will you outline the present research program 
for developing synthetic mica or other substitutes ? 

Mr. Ftemminc. What is the present research program that we have 
authorized for synthetic mica or the development of other substitutes ? 

Mr. Scuvttz. In view of the shortage of strategic Muscovite block 
and film mica, we have attempted to find substitute materials and 
instituted under the Defense Production Act a program which is sup- 
vorted by industry and by the Bureau of Mines, to develop materials 
which will take the place of mica in strategic and critical applications. 

Chairman Brown. Are we largely dependent upon foreign sources 
for our supply of mica or not ? 

Mr. Ftemmine. Almost completely, for the high grades. 

Chairman Brown. I mean the high grades. 

Senator Bricker. What are the sources of supply ? 

Mr. Fiemmina. India and Brazil. 

Chairman Brown. Mr. Secretary, could you come back tomorrow 
afternoon or Monday afternoon ? 

Mr. Morse. Yes; I will try to fit into your time, sir. 

I possibly could come tomorrow afternoon subject to what develops. 

Chairman Brown. We have certain bills from the Banking and 
Currency Committee that I believe come up tomorrow afternoon. I 
believe it would be better to have the meeting Monday afternoon 
instead of tomorrow. 





32 DEFENSE PRODUCTION ACT 


Mr. Morse. Could we try to work it out then with your official 
here and I will try to come at a time that will suit the committee. 

Chairman Brown. That is very kind of you. 

Dr. Flemming, you have made an excellent statement; you 
always do. 

This will conclude the hearing this afternoon and we will hear from 
the Under Secretary of Agriculture ey at 2 p.m. 

Dr. Flemming, could you come back, too? 

Mr. FLemmrina. I am due to be out of town Monday. 

Chairman Brown. We will work it out. 

(Whereupon, at 4:50 p. m., the committee recessed subject to the 
call of the Chair.) 
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The following report of the Director of the Office of Defense Mobi- 
lization covers the responsibilities of the Office of Defense Mobiliza- 
tion and its delegate agencies from September 15, 1955, through Feb- 
ruary 29, 1956. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington 25, D. C., March 12, 1956. 
Hon. Pavut Brown, 
Chairman, Joint Committee on Defense Production, 
Washington 25, D.C. 


Dear Mr. Brown: It is a pleasure to submit to you the attached report of the 
Office of Defense Mobilization, covering the period from September 15, 1955, 
through February 29, 1956. 

In amending the Defense Production Act last year, the Congress broadened 
the declaration of policy to state that “our mobilization effort * * * also re- 
quires the development of preparedness programs and the expansion of produc- 
tive capacity and supply beyond the levels needed to meet the civilian demand, 
in order to reduce the time required for full mobilization in the event of an 
attack on the United States.” This report emphasizes the development of such 
preparedness programs by the Office of Defense Mobilization and its delegate 
agencies. 

Among the highlights of these activities during the past 544 months are the 
following: 

(1) We have devoted major attention to improving our plans for mobilizing 
resources under conditions of attack. These plans will be thoroughly tested 
during Operation Alert 1956. This exercise will also test the ability of the 
Government to carry on its essential functions, of the civil defense organization 
to carry out its planned operations, and of the military to render support and 
assistance to civil authority and civil-defense operations. 

(2) The National Defense Executive Reserve was established on February 
23, implementing one of the provisions of the 1955 amendments to the Defense 
Production Act. Agencies with mobilization functions will now begin to recruit 
and train executives for service in event of emergency. 

(3) Procedures are being developed which will permit us to make the first 
study of supply requirements in full mobilization after attack. Completion of 
this study will tell us, in rough form, how much of a mobilization base we would 
have left and what would be the most essential requirements upon it. 

(4) On January 11, ODM issued a new dispersion policy (DMO X-19) calling 
upon Federal agencies to encourage and, where appropriate and feasible, to re- 
quire that new facilities important to national security be located and con- 
structed so as to reduce the risk of damage in the event of attck. Recognizing 
the many factors that must be considered in dispersion decisions, the policy 
suggested a number of criteria: The most likely targets of enemy attack; the 
size of such targets and the destructive power of weapons that might be used 
against them; characteristics of the facility, such as underground and builtin 
protective construction features ; and the economic and practicable requirements 
for efficient operation of the facility. 

(5) The Air Force, on November 23, issued a new production readiness policy 
which places more emphasis on readiness for war involving attack on the con- 
tinental United States than on the traditional concept of a prolonged industrial 
buildup after war starts. The policy emphasized the importance of having at 
least two production sources for key weapons system, at least one of which 
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would be in a dispersed location; and of developing means of obtaining rapid 
delivery, at the start of a war, of every possible piece of equipment in the 
production pipelines. 

(6) ODM is reviewing its policy on maintenance of the mobilization base to 
see if it requires amendment consistent with the new dispersion criteria and the 
nuclear threat. 

(7) Commerce officials have met with the top management of nearly 325 key 
companies to encourage them to take necessary steps to assure protection of their 
vital facilities against attack, sabotage and espionage; to assure the continuity 
of management and technical knowhow; and to assure the continuity and re- 
habilitation of essential production in event of attack. The iron and steel and 
petroleum industries have worked on industry-wide approaches to this problem ; 
the aluminum industry is embarking on a similar project. 

(8) Stockpile storage policies have been revised to provide protection both 
from thermal damage and from induced radioactivity as a result of nuclear 
attack. Plans for the relocation of existing stockpiles are being developed, 
where necessary, to assure protection of the materials at costs that are consistent 
with the defense importance involved. 

(9) An extensive study is being made of the problem of war damage compensa- 
tion in terms not only of equity and public morale, but more significantly as a 
possible measure to reestablish the credit system following an attack and thereby 
promote the most rapid restoration of economic activity. 

In addition to the above, three other activities of OD. deserve mention here. 
Part X of this report details for the first time the work going on to implement 
section 7 of the Trade Agreements Act of 1955, which calls on the Director 
of ODM to advise the President regarding any articles that are being imported 
in such quantities as to threaten to impair the national security. 

Part XI covers the activities of OU... and the delegate agencies in assisting 
the areas which were recently struck by floods in the Northeast and in California. 
It also tells of the development of a “Disaster Readiness Plan” designed to help 
maintain, protect, or reconstruct the mobilization base in the event of future 
natural disasters. 

The Defense Production Act amendments of 1955 directed ODM to investigate 
the distribution of defense contracts with particular reference to the share of 
such contracts going to small business. This investigation is not covered herein, 
since I am making a separate report on it to the President and the Congress. 

Sincerely yours, 
ARTHUR 8S. FLEMMING, Director. 


REPORT OF THE OFFICE OF DEFENSE MOBILIZATION TO THE JOINT COMMITTEE ON 
DEFENSE PRODUCTION 


(September 15, 1955-February 29, 1956) 
I. MOBILIZATION READINESS 


Continuity of. Government 


The emergency relocation program for the seat of Government is progressing 
reasonably well and work is underway to extend the program to the field activi- 
ties of Government. 

Operation Alert 1955 identified both administrative and technical deficiences 
in the emergency relocation program which are now being remedied. Although 
all key mobilization agencies had relocation sites at the beginning of 1955, a few 
sought new sites during the year because those previously selected proved in- 
adequate for installation of necessary communications and other equipment, for 
continuous manning, or for other reasons. As of December 31, all but one of the 
key mobilization agencies had adequate sites for testing and emergency use, and 
without exception, indicated their sites would be adequate for full wartime 
use if the present plans for development are carried out over the months to 
come. Minimum communications capabilities are now being installed at the 
sites, and agencies are beng urged to develop as high a degree of operational 
readiness at their respective sites as possible under current financial and prac- 
tical limitations. 

As additional agencies are found to have essential wartime functions they are 
assigned emergency relocation sites. Sites are also being developed for certain 
wartime agencies which are not now in existence, such as the proposed War 
Communications and War Transportation agencies. 
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As part of relocation planning, the General Services Administration is de- 
veloping an emergency land transportation service; the Post Office Department 
is working on an emergency mail service system; and the Department of De- 
fense is undertaking development of an emergency air service. An emergency 
courier service is also being planned. 

Steady improvement during the past year has been noted in agency plans for 
maintaining executive direction in the event of attack. As relocation plans in 
the field continue te be developed, this will undoubtedly result in the ayencies 
taking a more realistic view of this program. 

Fourteen agencies, as a result of Operation Alert 1955, are making further re- 
finements of their determinations of essenial wartime functions. These essential 
functions, for 31 agencies, have been classified by functional categories, and pre- 
liminary analytical statements are now being prepared for each of these func- 
tional areas. Considerable work, however, remains to be done. The analysis 
of functional areas now accomplished will have to be expanded to include addi- 
tional agencies, the domestic field of noncombat operations of the Department 
of Defense, and the foreign operations of all agencies. 

With the continued cooperation of the Department of Defense, it is hoped to 
complete the initial determination of that agency’s essential noncombatant war- 
time iunctions at the seat of Government during early 1956. ‘This task is far 
larger and more complex than that experienced for other agencies. 

Planning for full mobilization 

Current planning effort is being concentrated on plans for two assumptions: 
(1) An attack upon the United States with minimum warning; and (2) an inter- 
national situation requiring general mobilization and posing a serious and increas- 
ig threat of an attack. The first plan will be tested at Operation Alert 1956, 
this summer. The second plan will be tested in Washington during April. 

These plans relate to effective mobilization and distribution of resources such 
as manpower, food, housing, communications, transport, power and fuel and 
materials and productive facilities. They also are concerned with the coordina- 
tion of these resource mobilization plans with military and civil defense planning. 
They involve both substantive actions and the organization required to put these 
actions into effect. The dates of issue of ODM plans are being adjusted to fit 


the budget cycle so as to coordinate mobilization planning with budget develop- 
ment and review. Wartime organization details, including staffing and budgetary 
requirements, will be worked out under ODM guidance by the agencies most 
closely related to the functions to be performed. 


Testing of plans and preparations 


The current testing program includes individual agency relocation tests this 
winter, a Government-wide test in April of the plans for general mobilization 
not involving attack on the continental United States, and Operation Alert 
1956 next summer. 

The key mobilization agencies have been holding individual relocation tests this 
winter, to advance their own mobilization readiness. These tests were designed 
to improve and extend operational capabilities by correcting deficiencies disclosed 
in Operation Alert 1955 and by extending operations to field offices in preparation 
for regional participation in Operation Alert 1956. 

The April test will be held in Washington without relocation. Its purpose will 
be to examine the plan which has been drawn up to deal with a hypothetical 
situation posing a serious and increasing threat of attack and therefore requir- 
ing general mobilization. The exercise will include a review of proposed action 
steps and action documents to see that they are sound and adequate, and will 
test both the adequacy of the current organization of Government to meet effec- 
tively the initial mobilization load and the ability of agencies to phase into the 
planned wartime organizations. 

Next summer, Operation Alert 1956 will be held. Its objectives are to 
test our national readiness to cope with an attack on the United States, 
including the adequacy of our plans for the mobilization and allocation of 
resources, the readiness of the Federal Government to perform its essential 
functions at all levels; of the civil defense organization to carry out its 
planned operations at all levels; and of the military establishment to initiate 
actions required by general war and to render support and assistance to 
civil authority and civil da@fense operations. The legislative and judicial 
branches will be invited to participate in such manner and to such extent 
as they deem appropriate. There will also be increased participation by 
executive reservists and possibly by private organizations and industry groups. 
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Regional coordination 


Many mobilization problems, both in the pre- and post-attack phases, require 
resolution through coordination of the related Federal agency interests. For 
example, maintaining the food supply would involve cooperation among Fed- 
eral agencies concerned with agriculture, storage, transportation, and ra- 
tioning. Such coordination must be planned for and carried out at both the 
headquarters and field levels. 

The past few months have seen the initiation on a small scale, of ODM’s new 
program for regional coordination of mobilization activities. The groundwork 
was laid last spring when a plan was adopted calling for the strengthening and 
reorientation of the existing interagency Regional Defense Mobilization Com- 
mittees and the appointment of ODM Regional Coordinators who would chair 
these committees and coordinate the mobilization activities of all Government 
agencies in each region. During Operation Alert 1955, governmental readi- 
ness in the field to meet an attack situation was tested in St. Louis. The de- 
ficiencies highlighted in this exercise stressed the urgent need for expediting 
regional coordination planning and helped to underscore the particular problem 
areas most in need of attention. 

Last October, a pilot study of the new plan was initiated with a test instal- 
lation in the Dallas region, of a revised Regional Defense Mobilization Com- 
mittee. An acting coordinator was appointed and an executive officer ob- 
tained on a full-time basis for 6 months. The experiment was aimed first 
at the extension of the continuity of Government program to the field as the 
vehicle through which mobilization planning and operations can be carried 
on in the regions. Later, the committees will work on other phases of mobili- 
zation readiness. 

In January 1956, regional boundaries were agreed upon, on a trial basis, and 
acting regional coordinators were appointed for nine other regions pending 
the appointment of regular coordinators. <A series of conferences is now being 
held in each of the regions to initiate the program. A revised defense mobili- 
zation order is in preparation to establish the new membership and guidelines 
for the Regional Defense Mobilization Committees. 


II, PRODUCTION 
Supply-requirements analyses 


ODM, in cooperation with the delegate agencies, is now making its second- 
round analysis of the supply-requirements situation which would probably exist 
in the event of full mobilization without bomb attack on the continental United 
States. The underlying assumptions and guidelines to be followed by the dele- 
gate agencies in developing requirements data have been completed. 

The Defense Department has made some preliminary estimates of the mili- 
tary hard goods requirements called for by the basic strategic plan, although 
detailed requirements will not be available until May or June. The delegate 
agencies are developing their requirements data in the light of the preliminary 
military end-items estimates and will submit these data to coincide with the 
Department of Defense submissions. 

We are continuing to work on details of an assumed bomb attack and the 
techniques and procedures for estimating requirements and supply data in the 
light of that attack. 

As a result of an intensive review of all component studies, 8 additional studies 
have been closed out because currently available information indicates no ca- 
pacity deficiency. This brings the number of completed studies to 16. Only 
2 of these, high pressure steam boilers and turbines and turbine gears, indicate 
a capacity deficiency under full mobilization conditions. Government purchase 
and installation in producers’ plants of some $70 million worth of stand-by 
machine tools and production equipment to round out capacity for turbines and 
turbine gears is now under consideration. 

Thirteen component studies have been deferred so that available personnel 
ean concentrate on completing other studies or so that more satisfactory methods 
of determining mobilization requirements and capacity can be developed. Thirty- 
one studies are continuing. A complete list of component studies is given in 
Appendix A. 


Expansion of the mobilization base 


Expansion goals.—Last summer, ODM, in cooperation with its delegate agen- 
cies, completed a review of all expansion goals, based on an evaluation of the 
need for the product, facility, or service in relation to direct defense needs. As 
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a result of this review, on September 29, 1955, 33 goals were found to qualify 
for the open list, and 44 goals were closed. The general goal for pipelines was 
closed, but a goal was established for oil and gas pipelines and petroleum stor- 
age facilities relating directly to specific defense programs. Since then, two 
new goals have been established: a goal for special type Roll-on Roll-off cargo 
ships, and a goal for substitutes for natural mica. Three goals have been closed : 
Electric power, switchgear, and transformers. 

On February 29, 1956, there were 32 expansion goals on the open list. These 
will be evaluated periodically and goals will be opened and closed in accordance 
with the current requirements for defense and national security needs. A list 
of all goals currently open is given in appendix B. 

Financial assistance.—During the last 5 months, tax amortization certificates 
amounting to $2,608,008,000 were issued. The amount subject to accelerated 
amortization was $1,631,214,000, or 62 percent of the capital investment eligible 
for certification. Five certificates were issued for plants to be located in labor 
surplus areas with an estimated increase in employment of 375 persons. 

Twenty-three percent of the total certificates issued during the 5 months were 
for facilities under the railroad freight car goal; 51 percent were under the elec- 
tric power transmission and generator goal; 6 percent were under the petroleum 
refinery and storage goal. 

No Defense Production Act loans were made during the period of this report, 
although several guarantees were made for disaster assistance, as described in 
part XI of this report. 

No new materials programs making use of the Defense Production Act Borrow- 
ing Authority were certified during this period. The cobalt program was en- 
larged to include the purchase of 18 million pounds of cobalt at $2 per pound, or 
market price, whichever is lower. Working capital of $36 million was certified 
on November 16, 1955, to provide for this purchase. 

Production equipment.—On December 31, 1955, only 574 tools, valued at $7,521,- 
000, remained in Government storage out of the more than 87,000 tools produced 
during the Korean period pool order program. Government holdings were re- 
duced by 17 percent since June 30, 1954. 

Of the 2,738 tools delivered under the Korean period industrial leasing pro- 
gram, 2,325 remain in contractors’ plants and 109 have been sold to contractors. 
Total rental income on this equipment will amount to approximately $12 million 
by the end of fiscal year 1956. 

The elephant tool program to expand facilities of producers of unusually 
large machine tools, has now been completed. During the last quarter of 1955, 
the last 2 units were delivered of the 308 contracted for. The contracts under 
this program are for a 10-year period and have been yielding from $450,000 to 
$500,000 per year in rentals. Accordingly, it is expected that the cost of this 
program will be more than recovered by the rentals paid. As explained in our 
last report, ODM has asked for a retabulation of Government elephant tool 
inventories which will reflect size and location, and has requested the Business 
and Defense Services Administration to reexamine military machine tool re- 
quirements by programs in relation to capacity with the objective of pinpointing 
specific deficiencies. ODM plans to eliminate any deficiencies revealed by this 
study through enlarging Government-owned reserves of the General Services 
Administration by an allocation of borrowing authority for this purpose. This 
phase of the task should be completed during 1956. 

ODM is continuing work on its M-day pool order program in an effort to 
prevent the loss of time and avoid the confusion incident to the development of 
such a program under emergency pressures. The plan is to have production 
contracts actually signed and ready to go into effect immediately in the event 
of mobilization. 

To date, drafts of a proposed contract form have been widely discussed at 
meetings of Government and industry representatives, and the agreed-on provi- 
sions are being put in proper legal form. The Business and Defense Services 
Administration has been working up tentative initial purchasing schedules and 
ODM has been estimating the amount of borrowing authority set-aside that 
would be needed by the General Services Administration to proceed with the 
signing of contracts with machine tool producers. 


Maintenance of the mobilization base 


Government-owned facilities and tools.—At present the Department of Defense 
is responsible for 328 Government-owned facilities valued at $5 billion. Of 
these, 199 plants, worth $2.3 billion, are contractor operated; 70 plants, worth 





acing EIDE oe 


38 DEFENSE PRODUCTION ACT 


$2.4 billion, are Government operated; and the rest are inactive. Inspection 
reports show the plants to be generally in good condition. At the end of last 
August, 71.6 percent of the Government-owned tools in the Department of Defense 
inventory were in active use, 15.7 percent were in storage at or near place of 
use, and only 12.7 percent were in central storage. 

The Atomic Energy Commission has continued to store its items of production 
equipment loaned to contractors as contracts are completed. During the 6 
months ending December 31, 56 machine tools were removed from contractors’ 
plants and placed in controlled temperature, humidified central storage. An 
estimated 53 additional tools will be so stored during the next 6 months. 

Since the last report, central inventory records of production equipment owned 
by the Department of Defense have been increased to cover 277,700 items 
valued at $2,927,801,000. Current estimates of total production equipment owned 
by Defense comes to approximately 350,000 items. 

The total central inventory records of Government-owned production equip- 
ment now cover more than 294,000 items valued at over $3 billion. Efforts are 
still going forward to complete the central inventory records and to break down 
the tabulations into the 83 principal standard commodity categories. 

Efforts to prevent the dissipation of the production equipment mobilization 
base through surplus sales channels are being continued. As a result of Depart- 
ment of Defense cooperation, the ODM now receives all notices of Army, Navy, 
and Air Corps surplus sales which involve any production equipment. 

From the issuance of DMO VII-4 through February 29, 1956, ODM has re- 
ceived nondefense leasing proposals involving a total of 80 companies and 2,209 
items valued at $24.4 million. Of these, ODM has approved nondefense leasing 
to 27 companies involving 1,458 items, valued at $11.7 million. 

Procurement.—As previously reported, DMO VII-7, “Maintenance of the 
Mobilization Base,” was implemented by the Department of Defense through 
Directive No. 3005.3, which instructs the services to review proposed procurement 
items contained in the preferential planning list to insure that current procure- 
ment is integrated with military mobilization plants. During the period Febru- 
ary 1 to December 31, 1955, 326 contracts, valued at $3.2 billion, were reviewed 
and awarded for preferential planning list items under this directive. Of these, 
84 contracts valued at $110 million went to firms not in current production of 
the items. 

Air Force production readiness policy.—The maintenance of the mobilization 
base is not a static concept. It must be adapted to meet changing conditions. 
Within the framework of the policy outlined in DMO VII-7, the Department of 
the Air Force, on November 23, issued a memorandum on “Air Force Industrial 
Production Readiness Policy.” This policy places more emphasis on readiness 
for a war involving attack on the continental United States than on the tradi- 
tional concept of a prolonged industrial buildup after war starts. 

Recognizing emergency conditions under which industry would be required 
to accelerate production in the event of an emergency, two special planning con- 
cepts are outlined in the policy. The first is the “Production Compression Con- 
cept,” which is designed to achieve delivery of every possible piece of equipment 
which would be critical during the early weeks of a general war. The second 
is the “Production Acceleration Concept,” which is designed to provide a capa- 
bility for rapidly aceelerating production of selected weapons that would be 
eritical in a local war. 

Since, for the first time in modern history, our Nation is faced with a con- 
tinuing potential threat of devastating destruction at the outset of general war, 
the traditional concept of a prolonged industrial buildup after attack must be 
supplemented by a readiness program to deal with the new threat. Accordingly, 
Air Force weapon systems and supporting systems are divided into thvee 
priority categories: A, B, and C. Categories A and B, and all associated com- 
ponents and equipment which could limit production, will be used in future 
semiannual revisions of the Department of Defense preferential planning list. 
To develop a production base for these categories, the Air Force plans: 

(1) To establish at least two production sources for each weapon and sup- 
port system, including subcontractors, at least one of which will be dispersed 
if possible ; 

(2) To keep at least one source in production at a sustaining rate until 


production of the following model is sufficient to support critical wartime 
missions; 
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(3) To develop production compression capability for selected strategic 
and air defense weapons systems or supporting systems when production 
costs and mission requirements warrant it ; 

(4) To develop production acceleration capability for selected tactical 
weapon systems or supporting systems, when warranted ; 

(5) To develop emergency production plans along with current production. 
plans, emphasizing the ability to convert from current production to emer- 
gency schedules as rapidly as possible with minimum disruption of effort; 
and 

(6) To analyze the production support structure to make sure that ade- 
quate capacity is available to provide components, equipment, subassembly, 
manpower and materials support of systems at the peak rate. 


Protection of the mobilization base 


Physical security program.—ODM has responsibility for prescribing and re- 
viewing Federal agency policies, programs and standards for physical security of 
facilities; and for assigning facilities to Federal agencies for physical security 
cognizance. A proposed program for carrying out these responsibilities has been 
under development, and comments and recommendations on it were received from 
the Interdepartmental Committee on Internal Security in December. We plan 
to get the proposed program under way during the first quarter of 1956. In this 
connection, ODM has submitted to the Interdepartmental Committee on Internal 
Security for comment, a draft of “ODM Standards for Physical Security of 
Industrial and Governmental Facilities.” 

Industrial defense-—Government/industry defense planning, as carried out by 
the Business and Defense Services Administration, has gained considerable 
momentum during 1955. To date, individual conferences have been held with the 
top managements of nearly 325 key companies. Many of these companies are 
taking steps to assure the protection of their vital facilities against attack, 
sabotage and espionage; and to assure the continuity of management and tech- 
nical know-how, and the continuity and rehabilitation of essential production in 
event of attack. . 

Follow-up letters to 100 executives who came to Washington to confer on indus- 
trial defense, reveal that some 45 companies have designated top-level coordina- 
tors to supervise and direct their company planning. Thirty-nine have embarked 
on a records microfilming program, 26 of which store them to remote record- 
storage centers. Ten have developed management succession lists, and 8 have 
established alternate company headquarters or rendezvous points. 

In addition to the individual company conferences, work has gone forward 
with several important industries in connection with industrywide plans for in- 
dustrial defense. The aluminum industry has designated a study group to analyze 
the continuity of production problems which would confront that industry in 
event of attack. 

The Department of Agriculture has completed broad analyses of 24 industries 
concerned with food and agricultural products, in order to determine their vul- 
nerability to attack, and will meet with representatives of the industries which 
have vulnerability problems, to develop possible solutions. Through its various 
internal defense planning committees, the Department is now in the process of 
organizing appropriate industry advisory committees. Also, it is continuing 
with its project of locating food-processing facilities and facilities of supporting 
industries on maps of critical target areas as an aid in determining vulnerability 
and in evaluating actual damage, should an attack occur. 

The delegate agencies are also giving consideration to the geographical decon- 
centration of vital production. Instances of concentrations have been submitted 
to ODM by the Departments of Commerce and Agriculture and the Interstate 
Commerce Commission. 


Production mobilization plans 


Since September, principal effort has been devoted to the development of suit- 
able plans for dealing with the production problems and industrial chaos which 
would follow a nuclear attack. The initial ODM post-attack production plans, 
tested during Operation Alert 1955, were submitted for comment to a group of 
participating Government agencies and to experts experienced in the adminis- 
tration of Government production controls during previous emergencies. As a 
result of these comments, the plans have been revised and are being developed 
in detail by the participating agencies (Departments of Agriculture, Commerce, 
Defense, Interior, and the Atomic Energy Commission). Substantial progress 
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has been made by ODM and the agencies in preparing standby measures to be 
fully ready for installing and operating the plan on a “self-triggering” basis 
immediately upon an attack. Further work during coming months will be devoted 
to completing this job. 

The present attack plan is one for use immediately and is therefore based 
on a course of action which the Government is now capable of undertaking 
without further preparation. During the coming year, increased emphasis 
will be given to the development of a long-term plan and to actual prepara- 
tions to improve the Government’s ability to deal more effectively with the 
situation. : 

Plans for mobilization without attack on this country are also being brought 
up to date along with stand-by measures and preparations to be used in the 
event of mobilization of this type. 

The Defense Materials System, the stand-by operating production control 
system, has continued to operate in a satisfactory manner. Shortages of cer- 
tain materials during the last few months have generated proposals to expand 
the present system to cover programs not heretofore given the benefit of Gov- 
ernment priorities support. To deal with these proposals and to anticipate pos- 
sible similar proposals during coming months, a careful review of the Govern- 
ment’s policy on the use of the priorities and allocations authority under title 
I of the Defense Production Act was recently completed. As a result, Defense 
Mobilization Order VII-3, “Policy on the Use of Priorities and Allocations Au- 
thority,” was revised on January 10, 1956 to emphasize that allotments for 
steel, copper, and aluminum will be limited under the Defense Materials Sys- 
tem to the programs of the Department of Defense, Atomic Energy Commission, 
and directly related activities. Programs that are related to direct military 
and atomic energy programs will be eligible for priorities assistance only with 
the specific approval of the Office of Defense Mobilization. 


Ill. MATERIALS 


During the 6-month period, July-December 1955, stockpile inventories in- 
creased by about $610 million, of which $167 million was due to additions 
to inventory and the rest was due primarily to price increases. The amount 
added to the stockpile was somewhat lower than in previous periods. 

Defense Production Act expansion programs have continued to stimulate the 
production of strategic materials, and research activities have been continued 
and strengthened for several materials in critical supply. The defense ma- 
terials programs have been adjusted to provide greater protection against’ the 
risks of nuclear attack and to allow for changing military and industrial 
requirements. 

In the coming months, expansion activities and research programs will be 
critically examined as to their adequacy under present circumstances and the 
need for additional programs. The effects of changing military and industrial 
requirements on strategic materials will be reviewed, and stockpile objectives 
will be adjusted so that the Government will be providing protection against 
current potential materials shortages. Such review is basic to protection of the 
Government’s investment of approximately $6.3 billions in strategic materials. 
Recent reviews have given special consideration to the vulnerability of domestic 
production of materials to nuclear attack. 

During the report period, the budget and purchase programs for materials 
were revised to reflect changes in stockpile inventories and objectives ; diversions 
of aluminum, copper, and nickel to industry; changes in availability of other 
materials for stockpiling; increased acquisition of materials by barter of sur- 
plus agricultural commodities ; and changes in strategic considerations. Stock- 
pile purchases have been lower than anticipated, mostly because of diversions to 
industry, and are expected to decline further in the months ahead. Because of 
these curtailments, we expect that the stockpile program can be financed entirely 
out of prior appropriations throughout the remainder of the current year and 
fiscal year 1957. 


Eapansion 


Materials expansion programs continued for 21 stockpile materials. As the 
materials preparedness position improves, the need for new expansion programs 
tends to decline. However, as new techniques are developed, or as the economy 
expands, further expansions may be required. 

During the report period, no new Government-assisted expansion programs 
were initiated under the Defense Production Act. In a number of instances. 
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the continued high level of national economic activity combined with the 
favorable outlook, led private industry to undertake expansion programs of 
major significance without rapid tax amortization or other Government assist- 
ance. 

After thorough review of the Vance report, and after consultation with the 
Defense Mobilization Board, the Materials Advisory Board and the ODM Titani- 
um Advisory Committee, ODM, on September 12, suspended Government assist- 
anee for creating additional titanium sponge capacity. Provision had previously 
been made for 22,500 tons amnual capacity by 1957. However, support is con- 
tinuing for research and pilot plant work on new or improved processes. 

By December 31, 1955, a total of 854 contracts had been signed at a cost of 
$24,417,247 by the Defense Minerals Exploration Administration, to assist the 
exploration and development of prospective mineral deposits. In the cases of the 
275 contractors who have found ore, the DMEA has certified 220 as discover- 
ies having commercial possibilities and the remainder are pending further 
investigation. Ore discoveries covered by these certifications total about $237 
million. To date, these contractors have marketed about $23 million worth of 
ore representing 31 materials, and have repaid $1,163,136 in Government ad- 
vances. 


Stockpile 


Approximately 75 percent of the total minimum stockpile objectives are now 
on hand. Additional large quantities are on order, largely as a result of the 
above discussed DPA expansion contracts. The quantity which may be de- 
livered to Government account depends: (a@) Upon market prices, which for 
some materials are far above prices which the Government is committed to 
pay if the materials are offered for DPA account purchase; (0) upon industrial 
demand, which is exceptionally high for some materials such as copper, nickel, 
and aluminum; and (c) upon other options in the contracts. 

During the last 6 months of 1955, ODM completed 19 basic stockpile objective 
reviews. As a result of these reviews, 4 objectives have been increased, 9 
objectives have been decreased, agar was added to the stockpile list, and hog 
bristles and corundum were removed. At the end of the year, approximately 20 
additional stockpile reviews were under way. 

Nickel_——The continuing strong industry demand for nickel and an improved 
defense position hve led to a reduction in stockpile purchases of this material. 
However, despite the diversion of 18,900,000 pounds scheduled for delivery dur- 
ing the period October 1955 through February 1956, the additions to the stock- 
pile were substantial. 

Because of the major significance of nickel to defense, and because of the cur- 
rent industrial shortage, ODM has obtainéd a consultant, Mr. John R. Townsend, 
to make a study of the current and prospective nickel situation. Mr. Townsend 
is Director of Materials and Standard Engineering of the Sandia Corporation. 
and chairman of the Materials Advisory Board. 

Alaminum.—Because of the growth which had previously taken place in pro- 
ductive capacity, firm prospects for further growth, and the improved stockpile 
position traceable to heavy purchases from the facilities already erected with 
Government assistance, the aluminum expansion goal was closed. After closing 
of the goal, several projects were annonnced or actually undertaken for the 
construction of primary aluminum’ facilitiés: without the benefit of financial 
ineentives previously available from the Government. 

The expanded capacity for aluminum production permitted both a downward 
revision in the stockpile objective and a reduction in stockpile calls for metal in 
the second half of 1955. A total of 189,000 tons of aluminum from Government 
sponsored facilities was released to industry to help meet rapidly increasing 
civilian demands. In addition, no stockpile call for aluminum was issued for 
the third quarter of 1955, and the fourth quarter call of 25,000 tons was sub- 
sequently reduced to 11,000 tons (compared with 75,000 tons taken in the first 
quarter of 1955 and 50,000 tons in the second). ODM also announced that it 
would not stockpile additional aluminum in the first two quarters of 1956. 

Copper.—Work stoppages in the copper industry, the New England floods in 
August, and reduced copper inventories, resulted in continued tight copper sup- 
plies. Accordingly, ODM authorized.diversion to industry of copper scheduled 
for delivery to the Government and sold copper from the DPA inventory, as dis- 
cussed in Part XII. 

Mica.—Although the mica stockpile has shown some improvement in recent 
months, there is still a problem of acquiring acceptable strategic grades in ade- 
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quate amounts. Accordingly, a research program has been started to develop 
synthetic mica or other substitutes for meeting defense requirements, and. an 
expansion goal for construction of necessary facilities was opened January 19, 
1956. 

Selenium.—The selenium supply remains tight because of both the heavy in- 
dustrial demand and the effect of copper work stoppages on the production of 
byproduct selenium. 


Storage protection policies 


Earlier in the year, stockpile storage policies were revised to provide for 
protection against loss from thermal damage as a result of nuclear attack on: 
target centers near storage sites. Since then, additional changes have been 
made in recognition of the fact that some of the so-called indestructible stock- 
pile materials might possibly be rendered useless for a long period of time if 
made radioactive by a nearby nuclear explosion. These latter risks are rela- 
tively slight since the stockpide of materials is generally far more secure than 
the industries which would use the materials. For many ores and metals, induced 
radioactivity would result only when the materials are within, or close to, the 
perimeter of a nuclear fireball. Because of these considerations, the policy to- 
protect the stockpiles against the risks of induced radioactivity is being applied 
selectively to individual materials at storage sites. 

The marked increase in weapons potential has required revision of dispersal 
policies, recognizing that such facilities may be involved in the general destruc- 
tion of nearby critical target centers with which they are associated. Current 
policies provide for dispersal of stockpiles at specified distances from target 
centers and for limits on the percentage of inventory at each location. Plans: 
for the relocation of existing stockpiles are being developed, where necessary,,. 
to assure protection of the materials at costs that are consistent with the defense- 
importance involved. 


IV. MANPOWER 
Manpower mobilization plans 


Priority attention has been given to the improvement of the plan for mobili- 
zation under attack conditions, preparatory to testing it during Operation Alert 
1956. The National Labor-Management Manpower Policy Committee, which in: 
1954 recommended to the Director of ODM a “Manpower Program for Full 
Mobilization,” has established a subcommittee to review the program in the: 
light of more recent appraisals of the effects of nuclear attack on the conti- 
nental United States. 

In addition to the development of a plan to meet the manpower problems of 
an attack on the United States, work has also progressed on a plan for full 
mobilization assuming no attack. 

Organization for the wartime management of manpower has been basically 
determined and work is now progressing on the development of complete organi- 
zational requirements. This work is scheduled for completion during the first 
quarter of 1956, but will be subject to continuous review thereafter. 

Techniques for providing estimates of civilian manpower losses and surviving 
manpower resources under attack conditions are being developed. This is a 
vital part of the program of restoring essential activities and proceeding with 
the reestablishment of indispensable production. Representatives of the De- 
partment of Labor and the Federal Civil Defense Administration have been 
brought together to establish procedures for this purpose. The use of already 
available electronic computing equipment to provide early assessments of losses 
in manpower based upon hypothetical attack patterns is being explored and 
certain measures have already been taken which will expedite the obtaining of 
damage estimates for use in test operations as well as under actual conditions. 

A subcommittee of the ODM Committee on specialized personnel is studying 
measures which would be required to assure immediate location of highly qual- 
ified specialists who might be indispensable to the reestablishment of certain 
essential activities, such as critically important defense production or civil 
defense survival operations. 

During the next quarter, manpower mobilization planning will emphasize - 

(1) Further development of actions required of other agencies pursuant 
to the manpower mobilization plan of ODM ; 

(2) Continuing efforts to develop improved requirements data for all 
phases of mobilization including civil defense ; 


—————e— 
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(3) Further improvement in damage assessment and reporting of man- 
power resources remaining after attack ; 

(4) Refinement and improvement in plans for manpower organization 
under wartime conditions ; 

(5) Continued work on manpower policies in the post-attack period with 
particular reference to measures to assume optimum utilization of spe- 
cialized personnel. 


Critical civilian skills 


During the last quarter of 1955, two Executive Orders were drafted in coop- 
eration with the Department of Defense and the Selective Service System, 
implementing the National Reserve Act of 1955. These orders, signed by the 
President on January 6, 1956, provide for careful and systematic determination 
of where men having critical skills can make their most effective contribution 
to the national security. 

One order establishes criteria to be used by the Department of Defense in the 
continuous screening of such men from the Ready Reserve to the Standby Reserve 
when these skills are excess to the requirements of the Ready Reserve. Men 
screened into the Standby Reserve cannot be called to active duty by the Depart- 
ment of Defense until the Selective Service System has determined that they 
can be spared from their civilian employment. This order provides for the 
first time an adequate administrative system whereby the mobilization of reserve 
forces will cause a minimum necessary disruption in essential defense-supporting 
activities. 

The second order provides that men possessing critical civilian skills and 
employed in essential activities will be eligible to complete their active duty for 
training in from 3 to 6 months, thus minimizing the time lost from their critical 
defense jobs. They will perform the remainder of their military obligation in 
the reserve forces. This program represents an important practical recognition 
that we are now in a technological contest with the Soviet Union and that many 
talented young men with critical civilian occupations can make a more effective 
contribution to the national security in their civilian employment than they 
could by 2 or more years of service in the Armed Forces. 

The Director of the Office of Defense Mobilization, after consultation with the 
Secretary of Defense and the interagency Manpower Policy Committee, issued 
lists of occupations and activities to be used by the Selective Service System 
as guides in selecting men with critical civilian skills for enlistment under this 
program. 

During the coming year, the programs initiated by these two Executive orders 
will be placed in full effect by the Department of Defense and the Selective 
Service System. They will be reviewed and evaluated at periodic intervals to 
determine their effectiveness in meeting manpower allocation and utilization 
problems, 


Scientists and engineers 


During the quarter, a study was completed, with the assistance of other de- 
partments and agencies, of American and Free World Scientific manpower re- 
sourees as compared with those of the USSR. During the next few months, 
effort will be concentrated upon enlisting widespread interest and support in 
the development of more and better-qualified scientists and engineers on the 
part of management, labor, the professions, education, and the foundations. This 
interest will be developed and coordinated with similar activities being under- 
taken by the Government. 


Evecutive reserve program 


The Congress authorized the President, in the Defense Production Act Amend- 
ments of 1955, to establish and train a nucleus reserve of executives for em- 
ployment in the Government in times of emergency. 

An Executive order was signed by the President on February 15, 1956, im- 
plementing this legislation and authorizing departments and agencies with 
mobilization responsibilities to establish units of this reserve. A supporting 
Defense Mobilization order was also issued, providing guidance and standards for 
the departments and agencies in establishing their units of the reserve. 

The pilot executive reserve program of the Office of Defense Mobilization, 
which will become an integral part of the Government-wide reserve, has now 
been in operation for a year, and has 41 designated members, with an additional 
9% who have agreed to serve and are in process of designation. The members of 
this reserve have participated periodically in 1- or 2-day training sessions 
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in Washington and are currently kept informed on mobilization plans and 
developments. 


Labor surplus areas 


Total employment in December stood at 64.2 million, up 3.5 million from a 
year ago, and 2.5 million higher than the best earlier Decembers of 1953 and 
1954. Average unemployment for the fourth quarter 1955 was down to 2.3 million. 
This indication of the health and general prosperity of the Nation’s economy is 
reflected in the continued reduction of the number of areas suffering a substan- 
tial labor surplus. By December 31, only 19 major areas were still so classified. 

Figures for Department of Defense contract placement in these areas for the 
third quarter of 1955 (the latest available) tend to indicate both the sharp 
reduction in number of classified areas and the probable unsuitability of the 
industrial base of the remaining areas:to supply military requirements. Labor 
surpslus area firms during the third quarter received contracts valued at 
$76,327,442 as compared with $707,236,379 for the second quarter. 


Vv. STABILIZATION 


The end of 1955 has seen a firm groundwork laid for the stabilization plan- 
ning program. A general frame of reference has been established for developing 
stabilization preparedness throughout the Government; a plan for wartime 
organization of stabilization functions has been approved; an executive reserve 
has been initiated; and specific stabilization plans have been tested under 
attack assumptions. 

During the past quarter, plans and draft orders needed to initiate early 
stabilization actions in the event of a war emergency have been modified and 
kept up to date. This work has been chiefly focused on stabilization measures 
that might be needed immediately after a surprise atomic attack and on meas- 
ures that may be required if localized military action of the Korean type should 
develop. 

A relocation site has been chosen for the administration of the stabilization 
functions outside of Washington, D. C., in the event of atomic warfare, and 
negotiations have been started to contract for its use. 

Eleven qualified individuals outside the Government have joined the stabiliza- 
tion executive reserve and attended training sessions during the quarter. Others 
are in the process of appointment. 

A preliminary study was completed of the World War II war damage ex- 
periences of six major nations. Draft proclamations were prepared on two 
alternative approaches to the war damage compensation problem. Initial dis- 
cussions of the policy problems raised in these draft proclamations have been 
started in the Defense Mobilization Board and in an interagency committee. 

A Defense Mobilization Order has been issued, delegating responsibility to 
the Federal Reserve Board, Treasury, Federal Deposit Insurance Corporation 
and Council of Economic Advisers for specific stabilization preparedness in 
the so-called indirect field. We feel this will materially advance economic 
preparedness, particularly for the postattack situation. 

Although the work to date obviously does not provide complete preparedness 
in the stabilization area, it does represent a growing awareness of atomic 
attack problems. Continued effort will be-made to improve the current status 
and to discern more clearly the econemic impacts of pessible atomic attacks. 

We are now beginning to prepare recommendations, proposals, and action 
documents for use during 1956 war games. Operation Alert 1956 should result 
in a reassessment of the status of preparedness and direct work to improving 
areas shown as most vulnerable or least prepared. 

We are also continuing our work with the Federal Reserve Board, Treasury 
Department, Council of Economic Advisers, Bureau of the Budget, and Federal 
Deposit Insurance Corporation, to appraise the potential economic consequences 
of atomic attack and to prepare economic measures that would be necessary 
under such conditions. Major problems in this area cover, specifically, policies 
regarding: (a) War damage compensation: (b) credit availability and guaran- 
tees; and (c) personal income maintenance where incomes might be interrupted 
or individual assets destroyed by attack. 

Major emphasis in the future program for the stabilization area will be 
directed to postatomic attack considerations, with simultaneous attention to the 
economic problems flowing from possible localized military action involving 
United States forces. 
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VI, HEALTH 


Since the last report, work has gone forward in developing an organization 
plan to meet effectively the immediate and continuing health problems of the 
Nation under various mobilization assumptions. Such an organization will re- 
quire close coordination between all sources of supply and requirements as 
interpreted by the agencies responsible for operating programs. Therefore, the 
development of such an organization can only be achieved through joint, com- 
prehensive planning by these agencies, and they have been asked to assist in 
developing the plan. 

To assure the most effective utilization of the Nation’s health resources in 
maintaining basic health standards among all components of the population, 
both civilian and military, and for emergency casualty and medical care to the 
victims of attack, such planning must include: (1) Maximum utilization of 
military and civilian personnel and facilities; (2) maximum simplification of 
procedures and administration; (3) use of personnel at their highest levels of 
skill with full utilization of auxiliary personnel; (4) development of strong 
regional, State and local programs able to act independently under attack con- 
ditions, if necessary; (5) maximum utilization of resources and organizations 
in being and functioning; and (6) common or compatible standards for evaluating 
the problems and developing programs. 


During the coming year these plans will be completed, tested and revised as 
necessary. 





VII, TELECOMMUNICATIONS 


Progress has been made in reducing the vulnerability of our domestic facilities 
and overseas circuits to interruption by unfriendly actions. The American Tele- 
phone & Telegraph Co. has been granted authority to construct and operate a 
eable between the United States and Hawaii which should be ready for use in 
1957. We are currently determining expected peacetime employment of this 
cable by Government agencies during 1957-60, to assist A. T. & T. in planning 
for its utilization. 

Emergency actions under varying mobilization assumptions have been devel- 
oped through the preparation of a series of stand-by directives designed to: 
(a) Implement certain frequency usage plans; (b) establish a mandatory prior- 
ity system of use of the public telephone and telegraph systems; (c) control the 
maritime services; (d) close amateur radio stations other than those used by 
FCDA; (e) detect and locate illegal and subversive radio operations; (f) insti- 
tute communication security safeguards; (g) establish a priority for resumption 
of private line services; and (h) increase monitoring activity. 

Executive authority is needed to delegate to other agencies the responsi- 
bility for preparation of supporting plans and means for self-triggering the 
execution of such plans under given sets of circumstances. An appropriate 
Executive order is being prepared for this purpose. 

Mobilization plans for employment of the useful radio frequency spectrum 
have been completed and are being currently maintained, ready for implemen- 
tation in the event of an emergency. The plan for emergency reallocation of 
overseas telegraph and telephone channels has been incorporated into our over- 
all mobilization planning for activation under an emergency condition. 

Discussions have been started with certain Government agencies to arrange 
for the mobilization assignment of specialized individuals to round out the war- 
time organization staff at the working levels. We expect to complete this 
phase of organizational planning by the middle of 1956. 

ODM and the Federal Communications Commission are studying the possible 
readjustment of national use of the radio frequency spectrum in order that all 
television broadcasting within the United States may be accommodated within 
the very high frequency portion of the spectrum. Some of the problems requiring 
analysis will be the effect of frequency shifts on national security, the estimated 
cost of making such shifts, the availability of equipment, and the time required 
for making such changes. Any actions which might subsequently result will 
be taken by the agencies charged with legal responsibilities in such matters. 


VIII. TRANSPORTATION 


Approval of the general form of a war transport organization having been 
obtained, substantial progress has been made in working out supplementary 
plans specifying internal relationships, responsibilities, and operating tasks for 
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the several forms of transportation, for port utilization and for the priority and 
claimancy functions. 

The findings of our task force, which inquired into the status of transporta- 
tion organization for civil defense in principal target cities, have resulted in a 
decision to prepare an ODM policy manual and FCDA operations manual to guide 
local governments in developing transportation organizations capable of dis- 
charging the functions that would fall upon them under attack conditions. The 
relationships of such organizations to the Federal agencies will be developed in 
the process, providing new guidance and encouragement to the local organiza- 
tions. 

Several hypothetical attack patterns have been studied to ascertain their 
probable effects upon transportation capacity and demands, and to identify the 
kinds of control problems, such as necessary departures from peacetime authori- 
ties and procedures, which would be generated by such conditions. 

Readiness measures to meet attack conditions have been strengthened by the 
formulation of a temporary priorities list which would remove embargoes on 
select categories of traffic essential to the maintenance of public health and 
essential services, until the measure of each particular situation could be taken 
and more precise steps placed in effect to control the flow of traffic into and out 
of the affected points. 

Progress has been made in trying out and further developing emergency 
organization plans and procedures through test exercises. The NATO exercise, 
“life line,’ involving extensive hypothetical shipping operations under wartime 
conditions, afforded opportunity to develop understanding of the relations be- 
tween the maritime and land-side agencies under emergency conditions. The 
ship’s destination room was activated to effect diversion of shipping and func- 
tioned effectively throughout the exercise, using the personnel of the existing 
Interagency Committee on Port Utilization. 


IX. ELECTRIC POWER 


Bolstered by new demands from atomic energy plants, electric power con- 
sumption in 1955 attained levels 14 percent above the previous year. It is esti- 
mated that AEC demands now take approximately 10 percent of the kilowatt 
hours produced. 

Demands other than those arising out of the AEC program maintained about 
the historical average rate of growth. The new capacity of almost 12 million 
kilowatts installed during the year just about maintained the national average 
margin of reserves reported at the end of 1954. Dependable capacity at the 
end of 1955 totaled 113.9 million kilowatts, providing an average margin of 17.8 
percent over the estimated peak load of 96.7 million kilowatts under adverse 
water conditions. Comparable year-end margins forecast for later years are: 
16.8 percent for 1956, 15.9 percent for 1957, and 14.1 percent for 1958. New 
construction for the 2 latter years, anticipated but not yet reported, will no 
doubt raise the percentages for these years of several points. 

The inclusion of the Hells Canyon project in the forward capacity figures has 
materially improved the margin picture in the Pacific Northwest area; the 
estimated margin for that area at the end of 1958 is now placed at 5.4 percent. 
A combination of new construction and revised load demands has also resulted 
in a modest improvement in the 1958 margin outlook for the Southeastern region 
to 5.9 percent. 

The expansion goal for electric power was reviewed, leading to the determi- 
nation announced in September that the goal would be closed on December 31, 
1955. Applications received up to that date and meeting the necessary criteria 
are being processed and will be certified for projects that will be completed by 
the end of 1958. 

The study of the electric power situation in the Niagara area, previously 
reported, has been delayed somewhat because of difficulties in assembling certain 
data on industrial power needs in the region which are basic to a firm evaluation. 


X. FOREIGN TRADE 


New responsibilities were given the Director of ODM by the so-called defense 
industries amendment to the Trade Agreements Extension Act of 1955 (Public 
Law 86, approved June 21, 1955). The Trade Agreements Extension Act of 
1954 (Public Law 464, 83d Cong.) had provided (sec. 2 (a)) that “no action 
shall be taken pursuant to such section 350 to decrease the duty on any article 
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if the President finds that such reduction would threaten domestic production 
needed for projected national defense requirements.” 

Section 7 of the Trade Agreements Extension Act of 1955 (Public Law 86, 
84th Cong.) amended section 2 of the act of 1954 (Public Law 464, 83d Cong.) 
by adding the following, as section 2 (b): 

“(b) In order to further the policy and purpose of this section, whenever the 
Director of the Office of Defense Mobilization has reason to believe that any 
article is being imported into the United States in such quantities as to threaten 
to impair the national security, he shall so advise the President, and if the 
President agrees that there is reason for such belief, the President shall cause 
an immediate investigation to be made to determine the facts. If, on the basis 
of such investigation, and the report to him of the findings and recommendations 
made in connection therewith, the President finds that the article is being 
imported into the United States in such quantities as to threaten to impair the 
national security, he shall take such action as he deems necessary to adjust 
the imports of such article to a level that will not threaten to impair the national 
security.” 

The responsibilities added by these two acts relate to the maintenance and 
protection of the mobilization base which are primary concerns of ODM under 
the Defense Production Act. The new responsibility imposed by the act of 
1955 is more specific than that existing under section 2 (a) of the act of 1954. 
It also broadens the area of responsibility since its scope includes large areas 
of industrial activity which have not hitherto been a primary concern of ODM. 
The act of 1955 (sec. 7) also broadens the basis of administrative judgment 
by specifying the yardstick of a threat to impair “national security” instead 
of a threat to “domestic production needed for national defense requirements.” 
Finally, it provides broad authority to take action deemed necessary to adjust 
the level of imports of any article to a level that will not threaten to impair the 
national security. 

Activity under this legislation so far has been concerned mainly with the 
following: (1) Imports of crude and residual oils; (2) effect of imports of 
jewelled watches upon the maintenance of skills in the domestic industry; (3) 
the effect of imports upon the maintenance of skills in the industries manufac- 
turing dental, surgical, and optical instruments; (4) fluorspar (all grades) ; 
(5) hard fiber cordage and twines; (6) stencil silk. Investigation and staff 
studies on some of these cases have been completed; others are nearing com- 
pletion. Other presentations of a preliminary character have been received for 
consideration under the “defense industries” provision of Public Law 86 involving 
wool gloves, mica, para-amino-salycilic acid, clinical thermometers, analytical 
balances, and photographic shutters. Various other problems of import compe- 
tition have been the subject of correspondence and preliminary discussion with 
representatives of manufacturers of analytical balances, chemicals, laboratory 
apparatus and scientic equipment, and printing presses. 

The review of the commodities listed by the Interdepartmental Trade Agree- 
ments Organization for consideration in connection with the Trade Agreement 
Negotiations under GATT has required a large proportion of the staff resources 
available during the period of this report. Numerous representations have been 
received and considered in connection with this review of the trade agreement 
list. 


Trade agreements program 


Under section 2 (a) of the Trade Agreements Extension Act of 1954 (Public 
Law 464, 83d Cong.), the Office of Defense Mobilization has a responsibility for 
advising the President when proposals to decrease tariff duties under the Trade 
Agreements Extension Act would threaten domestic production needed for pro- 
jected national defense requirements. 

A working group has been set up within ODM to consider the national security 
aspects of commodities involved in proposed tariff and trade negotiations. This 
group reviewed the list of 1,000 commodities in the notice of United States 
intention to negotiate, issued in September 1955 by the Interdepartmental Trade 
Agreements Committee, and a later supplemental list from the point of view of 
national security significance. On completing this review, the ODM position 
and supporting statements with respect to the items identified as involving sig- 
nificant national security implications were given to the Trade Agreements 
Committee at special sessions scheduled for that purpose. 


Oil imports 
The importance to national defense of the relationship between oil imports and 
domestic oil production was recognized by the Presidential Advisory Committee 
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on Energy Supplies and Resources Policy in its report to the President in Feb- 
ruary 1955. After studying all factors pertaining to this problem in relation to 
national defense, industrial growth, requirements and supplies for an expanding 
national economy and for any future emergency, the committee concluded that 
(a) imports of crude and residual oils should in the future be kept approxi- 
mately in balance with domestic production of crude oil at the proportionate 
relationship which prevailed in 1954, and (b) the desirable proportionate rela- 
tionships between imports and domestic production should be reviewed from time 
to time in the light of industrial expansion and changing economic and national 
defense requirements. 

The committee’s recommendations received considerable recognition by the 
Congress during the course of its deliberations on the Trade Agreements Ex- 
tension Act of 1955. It has served as the basis for a program of voluntary, 
individual action by oil importers to maintain a balance between their import 
programs and the level of domestic production which would make unnecessary 
any system of quantitative or other Government control of imports. 

At the end of October 1955, the Director of ODM reported to the committee 
the results of a detailed review of the trend and relationships of imports and 
domestic production during the second and third quarters and a projection for 
the fourth quarter of 1955. The Presidential Advisory Committee on Energy 
Supplies and Resources Policy concluded that actual and planned imports of 
residual fuel oils fcr the 9-month period, April to December 1955, appeared to 
be in accord with the committee’s prior recommendation. With respect to 
crude oil, however, except oil of Canadian and Venezuelan origin, the commit- 
tee indicated that importers should further reduce their planned imports of 
crude oil for this period by approximately 7 percent, if substantial conformity 
with the committee recommendation were to be achieved. 

A statistical projection of the import situation into 1956 was not possible on 
the basis of available data, and full information was needed for such action 
as might be required by Public Law 86. Accordingly, all oil importers were re- 
quested to submit monthly reports beginning in October 1955, giving current 
and projected import totals in specific categories, for determining actual and 
planned quantities of oil imports in relation to domestic crude production in 
comparison with the 1954 base period. 

Following a review of the oil import situation in early January, it was rec- 
ognized that the residual fuel oil situation at that time was generally tight. 
By letter dated January 18, 1956, the director requested oil importers to indi- 
cate whether additional imports of such fuel oils, above the amount already 
specifically programed, were required to meet consumer demand during the 
remaining winter months. The residual fuel oil demand-supply situation is 
again under review in the light of the replies received to the letter of January 18. 


Watches 


The ODM Advisory Committee on the Watch Industry (established by DMO 
IV-3, January 12, 1955) has conducted a review of the production and em- 
ployment situation in the industry as a follow-up on the tariff increase of 
1954. This review included presentation to the committee by representatives of 
the jeweled watch manufacturing industry, the pinlever watch and clock in- 
dustry, and the importers of foreign products. The advisory committee is now 
in the process of determining what further recommendations, if any, it will 
make to the Director of the Office of Defense Mobilization with regard to preser- 
vation of the skills of the American watch production industry. 

In the meantime, a petition has been received from the American Watch 
Manufacturers’ Association, requesting action under section 7 of the Trade 
Agreements Extension Act of 1955, based on developments since the 1954 tariff 
increase. 

In addition to appropriate action pursuant to any recommendations of the 
advisory committee on the Watch Industry, a study is planned on the whole 
question of identifying and preserving key production skills that may be inter- 
changeable among industries, since technological changes tend to change the 
skill structure of many industries and to place increased skill requirements 
in a limited number of occupations, particularly those involved in design engi- 
neering, and tooling. To determine whether or not there is some principle that 
could be widely applicable to the preservation of essential skills that would be 
vitally needed in the event of mobilization would be a basic and valuable contribu- 
tion to the resolution of many problems of import competition in relation to the 
requirements of national security. 
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Fluorspar 


There was considerable discussion in Congress of the problem of import com- 
petition in fluorspar during the course of the consideration of the Trade Agree- 
ments Extension Act of 1955. References to fluorspar imports were made in the 
report of the Senate Finance Committee. A petition for action under Section 7 
of the Trade Agreements Extension Act of 1955 (Public Law 86) was sub- 
mitted to the ODM by representatives of the American Fluorspar Producers 
on June 21, 1955, the day of final approval of Public Law 86. By the time 
personnel became available to assist in this new activity in ODM, the Tariff 
Commission had initiated an “escape clause” investigation of acid-grade fluor- 
spar pursuant to a resolution adopted July 29, 1955, by the Committee on 
Finance of the U. 8S. Senate. In this circumstance it was deemed advisable to 
schedule a study of the application under Section 7 of Public Law 86 concurrently 
with the Tariff Commission investigation under the “escape clause.” The Tariff 
Commission report on its investigation of acid-grade fluorspar was submitted to 
the President on January 18, 1956. The ODM has benefited by the results of 
the Tariff Commission 1954 investigation of fluorspar as well as its recent study 
relating to acid-grade fluorspar. Because of the 3-to-3 division of the Tariff 
Commission in their findings with respect to acid-grade fluorspar, it has been 
necessary to carefully re-examine all of the basic data prior to the determination 
of the national security importance of the fluorspar industry and the formulation 
of appropriate recommendations under Public Law 86. It has been necessary 
also to explore some aspects of the fluorspar case which, for national security 
purposes, were not covered adequately in previous investigations. 


Cordage 


The problem presented by the petition of the Cordage Institute has been 
reviewed in connection with the program of Trade Agreement Negotiation un¢er 
the General Agreement on Tariffs and Trade as well as from the point of view 
of national security under section 7 of Public Law 86. The industry repre- 
sentatives were advised of the additional data required as the basis for reaching 
conclusions under section 7. The additional information has been received 
recently in the form of a supplementary brief. It is expected that a staff study 
will be completed in the near future. 


Stencil silk 


A petition for action under section 7 with respect to stencil silk has been 
on file since last November. It was reviewed initially for the purpose of de- 
termining what additional information should be requested of the industry. 
The additional information has been received and a task group study has 
recently been completed of alternative means of assuring the quantities of silk 
precision-woven fabrics required in an emergency. This should make possible 
the early completion of a staff study of the national security implications of 
the industry and the effects of import competition. 


XI. DISASTER ASSISTANCE 


When Hurricane Diane struck the Middle Atlantic and New England States 
last August, the Office of Defense Mobilization, in concert with the other Federal 
agencies, moved quickly to lend all aid and assistance within its powers. Its 
role was limited to actions within its legal powers designed to maintain, 
protect, or reconstruct the mobilization base, and to maintain the mobilization 
readiness of the United States. 

The specific policy actions taken by ODM, and the implementing actions taken 
by other agencies, are described below. Most of these orders and directives 
are drafted so that they will go into effect automatically in the event of future 
national disasters, as defined by law. A disaster readiness plan, incorporating 
these orders, has been distributed to all affected agencies. The plan constitutes 
one important segment of the overall Federal plans for natural disasters, which 
are coordinated by the Federal Civil Defense Administration. 


Procurement assistance 


On August 24, 1955, ODM issued Supplement 1 to Defense Mobilization Order 
VII-7, directing the Department of Defense, the Atomic Energy Commission, 
and the Maritime Administration to channel procurement contracts whenever 
Possible to disaster areas as a means of maintaining the mobilization base. The 
order stated that preference in the award of contracts to contractors in disaster 
areas is in the public interest and the interest of national defense. 
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Through January 28, 1956, the Military Departments had awarded 3,594 con- 
tracts of $10,000 or more in disaster areas, valued at $1,243,792,237. Of this total, 
124 contracts, valued at $19,549,622, were awarded as a result of preference given 
these firms by the ODM order. Purchases or contracts of the Atomic Energy 
Commission in these areas totaled $15,262,660 through February 8, while Mari- 
time Administration purchases through February 3, totaled $128,442. 

All of the procurement agencies also made adjustments in existing contracts 
as necessary to meet disaster conditions. In most cases this involved extensions 
of delivery dates because of damage to facilities of the contractors or their sub- 
contractors. In some instances, progress payments were advanced in order to 
provide additional working capital to damaged contractors. 


Fast tax writeoffs 


On August 24, ODM issued Amendment 1 to ODM Regulation 1, granting ac- 
celerated tax amortization for the reconstruction, rehabilitation, and replace- 
ment of facilities destroyed or damaged by the floods. This order applied to all 
facilities used for the production of materials or services covered by any of the 
225 expansion goals issued since Korea, whether currently open or closed. 
Through February 29, 9 firms had applied for tax amortization assistance and 
ODM issued certificates of necessity allowing them to write off reconstruction 
costs of $11,553,400. The 2 largest New England applicants were the New 
York, New Haven & Hartford Railroad Co., which received a certificate covering 
$8,600,000; and the Delaware, Lackawanna & Western Railroad, which was 
certified for $1,763,050. One application for $1,900,000 from the Western Pacific 
Railroad, is pending. 


Loans and loan guaranties 


On August 25, the President issued Executive Order 10634. which provided 
that whenever financial assistance was not otherwise available on reasonable 
terms, loans or loan guaranties could be made under the Defense Production Act 
to aid in carrying out the reconstruction, rehabilitation, or replacement of facili- 
ties covered by open or closed expansion goals. 

Through February 29, ODM certified 11 DPA loans of which the Treasury 
Department approved 7, amounting to $13,871,000. The largest of these was a 
deferred participation of 90 percent in a loan of $10 million to the New York, 
New Haven & Hartford Railroad Co. 


Production equipment leases 


Idle Government-owned machine tools and production equipment were made 
available for lease to defense plants by Supplement 1 to DMO VII-4, issued 
August 25. Leases at the rate of 1 percent of cost per month were made for 
the period of time necessary for the lessee to obtain delivery on replacement 
equipment. In September, ODM issued an amendment directing that the monthly 
rental charge not begin until 90 days after the arrival of the equipment at the 
lessee’s plant, so that distressed firms would not have to pay rental charges 
long before they could get back into production. 

No overall statistics are available on the leasing program; however, a con- 
siderable number of tools were made available in this way by both the Commerce 
and Defense Departments. 


Priority assistance 


On August 27, Supplement 1 to DMO VII-3 was issued, providing for the use 
of priorities and allocation authority under the Defense Production Act when 
needed to provide materials for the restoration of productive capacity damaged 
or destroyed by the flood. This order applied to all productive capacity covered 
by open or closed expansion goals. 

The Commerce Department sent a number of staff officers into the field to 
handle this and the other programs of assistance. When applicants were not 
eligible for formal assistance, Commerce’s Industry Divisions, through their 
close working relations with industries and individual companies, endeavored 
to get suppliers to provide the materials or products needed. 


Supply of Government-owned materials 


On August 25, ODM authorized the further deferment until June 30, 1956, of 
some 26,000 tons of copper previously deferred and scheduled for delivery to 
the Government by December 31, 1955 (11,000 tons), and by March 31, 1956 
(15,000 tons). On December 14, additional deliveries of 11,000 tons of copper 
scheduled for fourth quarter 1955 were deferred until September 30, 1956. This 
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copper was made available by the producers’for the relief of flood-damaged 
areas in New England. Two days later, ODM authorized the sale of copper 
already in the Defense Production Act inventory, for rehabilitation in the New 
England disaster areas. The copper was sold by the General Services Admin- 
istration to fabricators at market price plus transportation and handling charges, 
for use in reconstructing power, communications and other facilities, and for 
defense orders. Through the 31st of December, 4,925 tons of copper had been 
released for New England flood disaster relief and another 955 tons for urgent 
defense needs, 

In January 1956, further assistance of up to 2,100 tons of copper was author- 
ized for sale from DPA inventories to meet needs arising from the December 
floods in the Pacific coast area. As of February 29, 1956, 1,923 tons had been 
released for flood relief and 150 tons for urgent defense needs. 

To assure readiness for future disasters, DMO V-6 was issued November 15, 
providing that in the event of major disaster, all agencies having defense mobiliza- 
tion assignments shall promptly advise ODM of the quantities and qualities of 
materials needed for specific defense projects. In the event that other measures 
are not adequate to supply the needed materials, ODM will arrange for diversions 
of material under contract to the Government or for release of materials from the 
Defense Production Act inventory or the Commodity Credit Corporation inven- 
tories. 

A companion order, DMO V-5, provided that when a disaster has either reduced 
the supplies of materials needed for defense purposes or has increased defense 
requirements for such materials, all agencies having defense mobilization assign- 
ments shall promptly recommend appropriate programs to the ODM for expansion 
of supply under authority of the Defense Production Act. 


APPENDIX A 
STatus OF COMPONENT STUDIES 


1. Sixteen studies are completed 


(a) Two indicate capacity deficiency under full mobilization conditions: 
High Pressure Steam Boilers and Turbines and Turbine Gears. Expansion of 
eapacity for turbines and turbine gears is under consideration. Action on 
Steam Boilers deferred until additional studies are completed. 

(b) Twelve indicate no capacity deficiency, based on currently available 
information : 

Fractional horsepower motors and generators 
Internal horsepower motors and generators 
Transformers (other than electronic) 
Switch gear 

Automotive steering gears 

Automotive universal joints 

Automotive wheels 

Automotive axles 

Automotive transmissions 

Fans and blowers 

Switches 

Actuators, ball screw type 

Panel fasteners 

-Aircraft-valves and fittings 


2. Thirty-one studies are continuing satisfactorily 
(a) Study Groups Chaired by Department of Defense: 


Study: Estimated Completion Date 
eee June 30, 1956. 
tie dReisanihshteniesnk ancien sida ca aeianieanentiomaesen June 30, 1956. 
Gyroscopes.._._..._ ~~... -~----------~--- September 30, 1956. 
TE TN a ick ee i icicinreeednaieenaiciitnmes east ten teen June 30, 1957. 
ON ORI ets access tn nircbaneiebiseviaianeiania July 31, 1956. 
SIE I UINY WII ois cit terre ciimemnnciecieniniies March 31, 1956. 
A is ioctiareipinieicpicittchansninecnciniincitgussbenlinnsmetiiata December 31, 1956. 


TIN NN ah ba tceiscaracinnptietiandseineclh asc caine alia December 31, 1956. 
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(b) Study Groups Chaired by Department of Commerce: 


Study : Estimated Completion Date: 
Atsbbatt queen. os. ea No date. 
Close tolerance bolts and screws_----------------~---. March 31, 1956. 
Lathe eine TunGenere 2. ooo a SL Ee eS Mareh 31, 1956. 
Wetted. Fiveteet oi ke lk oe Se eed Bie ee June 30, 1956. 
Permanent high strength fasteners__.__-_-_-_-------- No date 
Tigebmetr.i 122. on [ee A ee Oe es No date. 
BOCIE BOHN W8 oa eee No date. 
Forged steel flanges and welded fitting-.__.__-__.-______ March 81, 1956. 
Heavy steel and titanium forgings__-----_.--------_--. March 81, 1956. 
Other steel and titanium forgings_______-_----_----~--. March 31, 1956. 
Aluminum: forgitigei 2220) eto 2 A ee ee) Mareh 31, 1956. 
Doematnure’ extranietts: 3 6220 ee ae . June:30, 1956. 
In@ustrial marine valves... oe eels March 31, 1956. 
Hidavy eteel cian 2 2 a ee eae Mareh 31, 1956. 
Peent enrmanyere oo Sh es Soe No date. 
Chain amd rene Ritines 66.2 as March 31, 1957. 
Werle Sige oo Se he eee March 31, 1957. 
Watertight shipboard cable. ..i020 2.1 December 31, 1956. 
NS IN ices cateoruns ete sce ea December 31, 1956. 
Biectrenic’ Ghpnettere. |! Oo ee a aes December 31, 1956. 
miecivonie renistere: | °F Se ee December 31, 1956. 
Mmiectroiiie serves oo oe ee ee eee December 31, 1956. 
Ball’and rorer bearings. 205 2 ee eee June 1, 1956. 


8. Thirteen studies present problems 


(a) Methods for estimating requirements and capacity not yet developed : 
Pumps, except aircraft 
Compressors 
Tanks and automotive gears 
Mill, mine and commercial gears 
Machine tool gears 
Fine pitch gears 
Aircraft gears 
Marine gears 
Internal combustion engines, except aircraft (over 750 RPM) 
High temperature and titanium bolts and screws 
(b) Studies deferred until other studies, on which affeeted personnel are now 
working, are completed : 
Internal combustion engines (750 RPM and under) 
Hydraulic couplings and torque convertors 
Internal wrenching bolts 
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APPENDIX B 


Open expansion goals as of February 29, 1956 


Goal No. Title 

WT aiits <eccanitent dee Aireraft, commer¢ial 

Siac cicen ae acben Alkylate 

De iinttnninngat etna Aluminum forging facilities 

SW iittatiess cannibal Aluminum sheet producing and heat treating facilities 

Ceiba sishcitensis dpiiaale Chromite, chemical grade 

asta icacionscineea Copper 

I al cesta Freight cars 

ii scheint sss ten Glycerin 

ee a ee Heavy aluminum aircraft forgings 

ao icisaccdi mandi’ Heavy steel plates 

Witenes Laboratories, research and development (defense) 

Pliese.ct oe Manganese ore, battery and chemical grade 

Satine iain ncn sed Medical supplies and equipment 

i nschttetinti gta, Mercury 

Wincatheen casa Nickel 

AD iia cn sticnsin silent Petroleum-refining capacity 

i aniciatancsmaenes Oil and gas pipelines and petroleum storage facilities (Spe- 
cific defense programs) 

, ee ee Power facilities for military, atomic energy and defense re- 
lated needs 

Ten ntecibinacegs Production facilities for military and atomic energy 
procurement 

I cist nccrcncmete eels Roll-on, roll-off ships 

i xids ecicidcadan dali Rutile 

ca tee oe Scientific instruments 

RR iain nabs Selenium 

Citbhen apes Steam boilers 

pe Steam turbines 

Waianae Steel castings 

Deicke eatin Substitutes for strategic natural mica 

, EE ee Tankers, ocean-going 

Sena Tapered aluminum sheet 

Me icaciapctcsn ascends Titanium melting facilities 

Mii ac nacctaenadads Titanium processing facilities 

Giri is caeeeesk Welded aluminum tubing 


1As of December 31, 1955, the cut-off date for receiving new applications, these goals 
were oversubscribed. They are now under review. 


x 











